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Abstract 
Introduction 
In this study an attempt has been made to l,dentify'the comparative financial 
performance evaluation of SBI and ICICI Bank This research study is divided in 
six parts. First part includes the introduction and general scenario of Indian 
banking industry. The second part discusses the. conceptual and regulatory 
framework of Indian banking industry. Third part concludes the financial 
performance of SBI. The Fourth part deals with the financial performance of ICICI 
Bank. Fifth part deals with the comparative analysis and interpretation of SBI and 
ICICI Bank. Sixth, the present chapter deals with the Summary of major findings 
of the study, recommendations of this study. The Indian banking industry is 
passing through a phase of customers market. The customers have more 
choices in choosing their bank. The competition has been established within the 
bank operating in India. 
State Bank of India is also concentrating at the top end of the market, on 
wholesale banking capabilities to provide India is growing mid / large Corporate 
with a complete array of products and services. It is consolidating its global 
treasury operations and entering into structured products and derivative 
instruments. 
ICICI Bank is India's second-largest bank with total assets of Rs. 4,736.47 billion 
at March 31, 2012 and profit after tax Rs. 64.65 billion for the year ended March 
31, 2012. The Bank has a network of 2,791 branches and 10,021 ATMs in India, 
and has a presence in 19 countries, including India. 
SBI earns a slow and steady profit till 1999-00, ,but in the year 2000 the profit 
goes down which gives negative rate in percentage(-21.84) because of change in 
the accounting pattern regarding income recognition and assets classification 
and recover its declined profit in next year 2001-02. With increase profit to Rs 
2432 crore from Rs 1604 crore which resulted 51.67 percent profit as holding 
command over changed pattern of accounting policies and it was 19.59 percent 
in 2010. 
ICICI bank stood with the profit Rs 172 crore in 2000-01 with 63.83 percent profit 
over 1999-00 and continued its trend up to 2010-11 at Rs 5151 crore with 27.97 
percent of growth over last year. The Credit-Deposit Ratio in the year 2002-03 of 
ICICI bank is 109.85 in the same year it was 45.66 of SBI .In the year 2000-01, 
ICICI Bank was 48.15 and SBI it was 36.18 While in the year 2011-12 is 83.12 of 
SBI and 99.30 of ICICI Bank which is a part of management efficiency. 
As both the banks plays a tremendous position in their respective sectors, there 
is a need to take a comparative view of the banking sector in terms of SBI and 
ICICI Bank Hence, the researcher has attempted this study entitled, "A 
Comparative Financial Performance Evaluation of ICICI Bank and SBI". 
Since the new changes bring competition in the present scenario, this present 
study consist two players for competition were SBI (Public Bank) and ICICI 
Bank (Private Sector Bank) are studied and analyzed and interested for judging 
their efficiency and profitability as to know the comparative financial performance 
of each banks. After going through review of literature related to the banking 
industry in India, It is evident that although huge work has been done since the 
inception of SBI and ICICI Bank on the related topics like the performance of SBI 
and ICICI Bank individually together with other bank. Therefore as per my 
knowledge no study or research work conducted by any other researcher/author 
in this university and other university in this area, that is why I chose the topic, "A 
Comparative Financial Performance Evaluation of ICICI Bank and SBI". 
The major objectives of the study is to assess the impact of reform measures on 
the efficiency ,profitability and overall performance of SBI and ICICI for the period 
2000-2001 to 2011-2012 .The specific objectives of the study are; 
1. To find out some glaring reasons of lower efficiency In SBI and ICICI 
banks and suggest ways and means to improve the efficiency of these 
banks 
2. To make comparative analysis of the financial performance of SBI and 
ICICI Bank 
3. To suggest future prospect for these two banks 
4. To analyze the financial performance of State Bank of India. 
5. To analyse the financial performance of ICICI bank. 
6. To compare State Bank of India and ICICI bank on the basis of their 
business model and financial performance 
To undertake the study of the various aspects of performance of ICICI Bank and 
SBI, the following hypotheses are assumed: 
<• Null hypothesis Ho:1 There is no significant difference between the bank 
size of SBI And ICICI bank 
<• Null hypothesis Ho:2 There is no significant difference between the SBI 
and ICICI bank in terms of profitability of SBI And ICICI Bank 
<* Null hypothesis Ho:3 There is no significant difference between the SBI 
and ICICI bank in terms of liquidity of SBI And ICICI Bank 
<• Null hypothesis Ho:4 There is no significant difference between the net 
non performing assets of SBI and ICICI Bank 
The study will be conducted with reference to the data related to State Bank of 
India and ICICI Bank. These banks have been studied with the belief that they 
hold the largest market share of banking business in India, in their respective 
sectors. 
This study covers a periods of twelve years from 2000-2001 to 2011-2012. 
The study is purely based on secondary data. The data required for the study will 
be collected from annual reports of respective banks, journals and reports on 
trends, newspapers, magazines, progress of Banking of India, government 
publications, books and website. 
Different scales will be used for data analysis. Various financial ratios, bar charts 
are used to know financial performance and business model of State Bank of 
India and ICICI Bank. 
The Indian banking industry is passing through a phase of customers market 
.The customers have more choices in choosing their bank .The competition has 
been established within the bank operating in India. With stiff competition and 
advance technology, the service provided by the bank have become more easy 
and convenient This Study will gave a base to the further research in this field. 
1. The study is primary based on secondary data. Different tools used for the 
study may suggest different results as the approach differs. Some 
changes in accounts procedure by concern may often make financial 
analysis misleading. 
2. It does not consider changes in price level. 
3. The study considers data of only limited duration of time. 
4. It is based on only on monetary information and non-monetary factors are 
ignored. 
5. It is only study of interim reports of the concern. 
6. The study is based on selected schemes therefore limiting the area of 
research. 
7. This analysis is carried on certain assumptions hence the assumptions 
would be biased. 
For such comparison, the statistical tools have been used with the help of 
statistical package SPSS. The statistical tools have been used as per the nature 
of the data and kind of hypothesis. The hypotheses have been tested at 95% 
confidence limit. As per the requirement of SPSS software, the comparisons of 
the test values (p value) have been made with 0.05 to accept or reject the 
hypotheses. 
Summary Statement of Testing of hypothesis 
Null hypothesis H0-IA: There is no significant difference between SBI And 
ICICI bank in terms of total assets:-
Rej acted 
Null hypothesis H0-IB: There is no significant difference between SBI and 
ICICI bank in terms of returns on assets:-
Accepted 
Null hypothesis H0-IC: There is no significant difference between SBI and 
ICICI bank in terms of credit deposit ratio. :-
Accepted 
Null hypothesis H0-ID: There is no significant difference between SBI and 
ICICI bank in terms of investment-deposit ratio:-
Accepted 
Null hypothesis Ho-2A: There is no significant difference between SBI And 
ICICI bank in terms of spread (interest earned --
interest expended) :-
Accepted 
Null hypothesis Ho-2B: There is no significant difference between SBI And 
ICICI bank in terms of interest margin:-
Accepted 
Null hypothesis Ho-2C: There is no significant difference between SBI And 
ICICI bank in terms of return on owners' equity:-
Accepted 
Null hypothesis Ho-2D: There is no significant difference between SB! And 
ICICI bank in terms of non-interest income to total 
assets:-
Rejected 
Null hypothesis Ho-2E: There is no significant difference between SBI And 
ICICI bank in terms of net worth:-
Accepted 
Null hypothesis Ho-3A: There is no significant difference between SBI And 
ICICI bank in terms of cash deposit:-
Rejected 
Null hypothesis Ho-3B: There is no significant difference between SBI And 
ICICI bank in terms of investment to total assets:-
Accepted 
Null hypothesis Ho-3C: There is "no significant difference between SBI And 
ICICI bank in terms of advance to total assets. :-
Rejected 
Null hypothesis Ho-3D: There is no significant difference between SBI And 
ICICI bank in terms of Debt to total assets:-
Rejected 
Null hypothesis Ho-4: There is no significant difference between the net 
non-performing assets of SBI and ICICI Bank:-
Accepted 
After a comprehensive study of SBI and ICICI Bank with the help of data 
obtained from the respective websites, articles, annual reports, projects related to 
the performance of SBI and ICICI Bank and results obtained by using various 
statistical tools, the followings are the findings of research work undertaken: 
1. The study analysis that average of total assets of SBI is higher than that 
of ICICI bank. It shows that analysis regarding total assets of SBI and 
ICICI Bank revealed significant difference between the SBI and ICICI 
Bank. As in the beginning, the ICICI Bank got tremendous response as 
they were new but with the reputation of managing the fund in better way. 
The total assets under management increased significantly and returns 
offered by them were significantly different. 
2. Return on Assets of both the banks was same, as study reveals no 
statistically significant difference in Return on Assets ratio of SBI and 
ICICI Bank. It shows that both the banks are much efficient in utilizing 
their funds. 
3. The study reveals that there in statistically significant difference in C-D 
Ratio. C-D Ratio one of the parameter to assess the performance of a 
bank. It shows that management efficiency of ICICI Bank is better than 
that of SBI. The difference if any exist may attributable to the quality of 
the management of the banks. 
4. Investment pattern of both the banks were same, as study reveals no 
statistically significant difference in investment-deposit ratio of SBI and 
ICICI Bank. It shows that both the banks are much efficient in utilizing 
their funds. 
5. It is observe under the study that there is no significant difference 
between two banks in terms of spread ratio. This shows the sound 
profitability of both the banks. 
6. The analysis regarding Net Interest Margin of SB! and ICICI Bank reveals 
that there is no significant difference between the SBI and ICICI Bank in 
respect of profit Net Interest Margin. 
7. The analysis regarding Operating Income Margin of Public SBI and ICICI 
Bank reveals no significant difference between the SBI and ICICI Bank in 
respect of Operating Income Margin 
8. The analysis regarding Spread Ratio of SBI and ICICI Bank reveals no 
significant difference between the SBI and ICICI Bank. 
9. Non-interest margin ratio of SBI and ICICI Bank has significant difference. 
As both the banks have different pattern of utilizing their fund other than 
interest. 
10. Analysis reveals that study could not find out any evidences to suggest 
statistically significant difference between the cash deposit ratio of SBI 
and ICICI Bank. Therefore, there is significance difference between SBI 
and ICICI Bank in terms of cash deposit ratio. 
11. The analysis regarding investment to total assets of Public and Private 
sector Mutual funds reveals no significant difference between the SBI and 
ICICI Bank in respect of investment to total assets. 
12. The study could not find out any evidences to suggest statistically 
significant difference between the categories of advances to total assets 
ratio of two banks. However, significant difference is found for the 
advances to total assets. 
13. However, the analysis regarding Debt to total assets of SBI and ICICI 
Bank revealed no significant difference between the SBI and ICICI Bank. 
14. Again same, it is reveals under the study that there is no statistically 
significant difference in the debt service ratio, hence, both the banks have 
same pattern and processor for facing debt service expenditure. 
15. The study found Management of Non Performing Assets reveals no 
statistically significant difference in Non Performing Assets of SBI and 
ICICI Bank. 
After analyzing the results, for the better future of the Indian banking Industry the 
following recommendations are given by the researcher: 
It is absolutely necessary to harness the savings of the nation especially from 
rural, urban and semi-urban areas into financial assets and the banking should 
certainly become one such asset that can attract these savings through a wide 
spread and efficient network of operations. 
Banks should build base in the existing economy as well as the public so far. 
Banks proved as an ideal investment vehicle for retail investors by way of 
assuring better returns in relation to the no risk involved and by way of better 
customer services. 
Banks financial performance ensures contribution of banks in an economy, 
minimizing of risk and optimizing of return. Various recommendations based on 
study as: 
1. It is seen that the Return on Assets of both the banks were same with no 
significance difference , whereas mean of SBI is higher than that of ICICI 
Bank .it is recommended to ICICI Bank to improve its return on assets by 
employing their funds in more effectively and efficiently manner 
2. In this competitive world, the efficiency of banks is evaluated through 
credit deposit ratio. ICICI Bank have higher ratio than that of SBI which 
means deposits of ICICI Bank is higher than of SBI it means that ICICI 
Bank deposits were deployed effectively and efficiently , hence SBI is 
suggested to utilized their deposits in progressive way as to increase this 
ratio. 
3. In a bank, every amount received as deposit invested properly, that 
prospects banks. Investment -deposit ratio of SBI is higher than ICICI 
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Bank. Hence, it suggested ICICI Bank to give emphasis for improving this 
ratio. 
4. The main source of every commercial bank is interest and similarly main 
expense is interest paid on deposit and the difference between two utilized 
for other prospective purpose. SBI shows higher ratio than that ICICI 
Bank. SBI advice to give more concentration on investment decision to 
attain more funds for prosperous. 
5. SBI have higher ratios regarding spread ratio, non-interest margin to total 
assets than that of ICICI Bank. It clear view of grey areas of ICICI Bank, 
which needs proper consideration and attention. 
6. Liquidity position of both the banks shown through various ratio .Among 
investment to total assets , debt to total assets , debt service ratio of SBI 
were higher than that of ICICI Bank. ICICI Bank advised to work on these 
parameters. 
7. NPA is a virus affecting banking sector. It affects liquidity and profitability, 
in addition posing threat on quality of asset and survival of banks. Clarified 
on implications of NPA accounts that Banks cannot credit income to their 
profit and loss account to the debit of loan account unless recovery thereof 
takes place. Interest or other charges already debited but not recovered 
have provided for and provision on the amount of gross also made. SBI 
has higher NPA over ICICI Bank and SBI already emphasized the 
straddling impact of NPA and stressed its impact on loan growth it is 
advised to investment in risk free investment, which is directly affects the 
flow of funds for productive purpose. 
8. General recommendation for both the banks 
9. Both the banks needed to develop their understanding about the customer 
perceptions and expectations of the service quality. In today's dynamic 
environment and cutthroat competition, the banks cannot survive unless 
they know their customer needs and requirements clearly. 
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10. The banks should equip themselves with modern infrastructure and should 
create a pleasant atmosphere In their branches. This will make the 
customer feel important, relaxed and will enhance their trust in the 
organization. 
11. Both the banks should work towards the objective of being perceived as 
empathetic service organizations. An average score for empathy for both 
the banks suggest that the banks need to understand and develop the 
characteristic of empathy in their customer contact staff. 
12. Employees of both the banks should understand the specific needs of the 
customers and give personal attention to different customers. 
13. SBI and ICICI Bank should conduct research to understand why the 
perception of the employee and service quality of the two organizations 
differs. 
14. Both the banks should improve up on their retention strategies as the 
results suggest a very poor rating of perceived retention efforts by the 
organization 
15. Top management should communicate any change in policy and practice 
down to the lowest level in the organization as implementation of any will 
not be possible without the cooperation from the front line employees. 
16. It is important for both the banks to develop effective communication 
between different elements of the organization. Not only has the top down 
communication but also bottom up communication needed to be revisited 
and redesigned by both the organizations 
General recommendation for SBI 
1. State Bank of India should work more on making its services more 
reliable. It is very important for any service organization, particularly for a 
bank, to be seen as a reliable service provider. 
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2. SBI should take steps to ensure that the employees deliver the services at 
promised time, as time is very important factor in the purchase of seryices. 
In fact time 
3. SBI should work on its complaint handling process so that complaints 
were handled efficiently and effectively. Service failures are inevitable and 
this needs to be understood and managed by the bank to ensure greater 
customer satisfaction. Service failures should be backed by strong 
recovery techniques to offset the negative impact of the failures. 
4. The bank needs to assess the effectiveness of its training programs as the 
result shows that the managerial and non- managerial staff rank the 
training programs differently. While the managerial staff perceives the 
trainings to be highly effective, the non-managerial staff seemed to be less 
convenience about this fact. Therefore, a comprehensive training 
programme needs to be designed taking the inputs from both the 
managerial and non-managerial staff. 
General recommendation for ICICI Bank 
1. ICICI Bank should upgrade work at deigning the counters in such a 
manner that the customer can easily follow the sequence of activities 
required in the service delivery process. This will not only save the time 
and effort of customers but also of the employee 
2. The processing of customer requests should be made very quick to 
increase the perceived responsiveness of the bank by the customers. 
3. The employees of ICICI Bank should be prompt and properly skilled in 
responding to customer questions and should be always willing to help 
customers. Responsiveness is an important determinant of customer 
satisfaction and any service organization cannot afford an average score 
by the customers for this dimension. 
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During the period of study researcher found that in this study, only four 
parameters were analysis to evaluate the financial performance of ICICI bank 
and SBI. The other parameter like short-term solvency, long-term solvency, 
turnover etc can be taken for future research using suitable sampling techniques. 
Hence, the study regarding analysis of performance of banks is an endless 
process. 
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Preface 
The importance of financial system for economic development of a country is well 
recognized worldwide as well as in India. Banks were considered as a backbone 
to the financial system and play an important role in economic development of a 
nation. The state of financial sector in India could be described as a classical 
example of financial repression, until the beginning of 1990's. There is a major 
shift in banking system in the policy atmosphere after the introduction of financial 
sector reforms in 1992. These reforms effect the working of commercial banks, 
as one of the objectives of financial sector reform was to improve the efficiency of 
banking system Reserve bank of India is solely responsible for all sort of policy 
formulation and implementation of these policies for the banking industry in India. 
Policies refer to the management of funds, credit policies, investment policies, 
investing policies or any other policies that affect the working of banks in India. 
The main purpose of establishing Banking in India is to circulate the currency in 
the economy apart from computation of currency reserves. The phase leading up 
to independence laid the foundation of the Indian banking system the joint stock 
variety that prevailed elsewhere in the world traced back to the early 18th 
century. As Indian banking industry is the backbone of the Indian economy, has 
always played a prominent role in the prevention of economic large-scale 
disaster from reaching terrible volume in the country. It always gains appreciation 
for its strength, particularly in the wake of the worldwide economic disasters, 
which pressed its worldwide counterpart to the edge of fall down. If we compare 
the business of top three banks in total assets and in terms of return on assets, 
the Indian banking system is among the healthier performers in the world. This 
sector is tremendously competitive and recorded as growing in the right trend. 
This study is an endeavor to find out the role of bank in promoting the 
economic development of the country. This study also focused on the growth and 
development of Indian Bank Industry. The present study evaluates the financial 
performance of the SBI and ICICI Bank from the period 2001 to 2012. The study 
will definitely help the investors In deciding the various areas for selecting of SB! 
and ICICI Bank in regard to Investment. This study will help in knowing the 
profitability, liquidity, profitability and competitiveness of the SBI and ICICI Bank. 
The study will also help the various investing companies to bring further 
improvement in their Investment and financing decision as enhance their 
potential. 
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1.1 Introduction 
Banks were considered as a backbone to the financial system and play an 
important role in economic development of a nation. They act as intermediaries 
in channelizing funds from surplus units to deficit units to the fully utilization of the 
funds. An efficient banking system of nations has significant positive externalities 
which increase the efficiency of economic transaction in general. There is a 
major shift in banking system in the policy atmosphere after the introduction of 
financial sector reform in 1992; these reforms impact the working of commercial 
banks. As one of the objectives of financial sector reform was to improve the 
efficiency of banking system in India economy^ 
The financial system's contributes to the economy depends upon the 
quantity and quality of its service and efficiency with which it provides 
them^.Financial System of any country consists of financial markets, financial 
intermediation and financial instruments or financial products. The term "finance" 
in our simple understanding it is perceived as equivalent to 'Money'. The word 
"system", in the term "financial system", implies a set of complex and closely 
connected or interlined institutions, agents, practices, markets, transactions, 
claims, and liabilities in the economy. The financial system is concerned about 
money, credit, and finance-the three terms are intimately related yet are 
somewhat different from each other. Indian financial system consists of financial 
market, financial instruments, and financial intermediation. 
A Financial Market can be defined as the market in which financial assets 
are created or transferred. As against a real transaction that involves exchange 
of money for real goods or services, a financial transaction involves creation or 
transfer of a financial asset. It consist of market for government securities, 
corporate securities, foreign exchange, derivates, short term finance or money 
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market and capital market etc. Market for different types of financial instruments 
may be organized like stock exchange with centralized trading or informally as 
the over-the counter market^ . Financial Assets or Financial Instruments 
represents a claim to the payment of a sum of money sometime in the future and 
or periodic payment in the form of interest or dividend. 
A financial system provides services that are essential in a modern 
economy. The use of a stable, widely accepted medium of exchange reduces the 
costs of transactions. It facilitates trade and, therefore, specialization in 
production. Financial assets with attractive yield, liquidity and risk characteristics 
encourage saving in financial form. By evaluating alternative investments and 
monitoring the activities of borrowers, financial intermediaries increase the 
efficiency of resource use. Access to a variety of financial instruments enables an 
economic agent to pool, price and exchange risks in the markets. Trade, the 
efficient use of resources, saving and risk taking are the cornerstones of a 
growing economy. In fact, the country could make this feasible with the active 
support of the financial system. The financial system has been identified as the 
most catalyzing agent for growth of the economy, making it one of the key inputs 
of development. 
The Indian financial system is broadly classified into two broad groups: 
i) Organized sector and 
ii) Unorganized sector. 
"The financial system is also divided into users of financial services and 
providers. Financial institutions sell their services to households, businesses, and 
government. They are the users of the financial services. The boundaries 
between these sectors are not always clear-cut. In the case of providers of 
financial services, although financial systems differ from country to country, there 
are many similarities. 
(i) Central bank 
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(ii) Banks 
(iii) Financial institutions 
(iv) Money and capital markets and 
(v) Informal financial enterprises. 
1. Organized Indian Financial System 
The organized financial system comprises of an impressive network of 
banks, other financial and investment institutions and a range of financial 
instruments, which together function in fairly developed capital and money 
markets. Short-term funds are mainly provided by the commercial and 
cooperative banking structure. Nine-tenth of such banking business is managed 
by twenty-eight leading banks which are in the public sector. In addition to 
commercial banks, there is the network of cooperative banks and land 
development banks at state, district, and block levels. With around two-third 
share in the total assets in the financial system, banks play an important role. Of 
late, Indian banks have also diversified into areas such as merchant banking, 
mutual funds, leasing and factoring. 
The organized financial system comprises the following sub-systems: 
1. Banking system 
2. Cooperative system 
3. Development Banking system 
(i) Public sector 
(ii) Private sector 
4. Money markets and 
5. Financial companies/institutions. 
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Over the years, the structure of financial institutions in India has 
developed and become broad based. The system has developed in three areas -
state, cooperative, and private. Rural and urban areas are well served by the 
cooperative sector as well as by corporate bodies with national status. There are 
more than 4,58,782'* institutions channelizing credit into the various areas of the 
economy. 
2. Unorganized Financial System 
On the other hand, the unorganized financial system comprises of 
relatively less controlled moneylenders, indigenous bankers, lending pawn 
brokers, landlords, traders etc. This part of the financial system is not directly 
amenable to control by the Reserve Bank of India (RBI). There are a host of 
financial companies, investment companies, and chit funds etc., which are also 
not regulated by the RBI or the government in a systematic manner. 
However, they are also governed by rules and regulations and are, 
therefore within the orbit of the monetary authorities. As the word 'Bank'^ is an 
organization for receiving, storing providing money and other financial 
mechanism to different players within the economy and assisting them in 
deploying there funds in productive activities. The state nf bank in financial sector 
could be described as a classical example of financial repression, until the 
beginning of 1990's. 
Banking in India is one of the oldest systems that can well be traced to the 
initial time of development. These activities are normally performed by upper 
class of the society by storing valuable wealth in so-called secured places like 
temples & palaces^ Though these activities of banking system emerge, that time 
when no currency were available and only barter system prevails''. This period 
can well be termed as the initiation of banking system as we see in today's world. 
Banking in India originated in the last decades of 18 century. The first bank was 
the General Bank of India which started in 1786, The Bank of Hindustan, both of 
which are now defunct. The oldest bank in existence in India is the state Bank 
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India which originated in the Bank of Calcutta in June 1806 which almost 
immediately became the Bank of Bengal. This was one of the presidency banks, 
the other two being the Bank of Bombay and Bank of Madras. All three of which 
were established under charter from the British East India Company. For many 
years the Presidency banks acts as a quasi-central banks as did their 
successors. The three banks merged in 1921 to form the imperial bank of India, 
which, upon India's independence, became state Bank of India.^ 
India's independence marked the end of a regime of laissez faire for the 
Indian banking. The government of India (GOI) initiated measures to play an 
active role in the economic eye of the nation, and the Industrial Policy Resolution 
adopted by the government in 1948 envisaged a mixed economy. Despite these 
provisions, control and regulations, banks in India except the State Bank of India 
continued to be owned and operated by private persons.^ This all changed with 
the nationalization of major banks in India on 19 July 1967. Additionally there 
was perception that banks should play a more prominent role in India's 
development strategy by mobilizing resources for financial sector that were seen 
as crucial for economic expansion. As consequences in 1967 the policy of social 
control over banks was announced. Its own was to cause changes in the 
management and distribution of credit by commercial bank^°. Following the 
nationalization Act 1969, 14 largest public sector banks were nationalized which 
raised the Public Sector Bank's (PSB) share of deposits from 31 per cent to 86 
per cent. The two main objectives of the nationalization were rapid branch 
expansion and channeling of credit in line with priorities of the year plan to 
achieve these goals the newly nationalized bank received quantitative target for 
the expansion of branch network and for the percentage of credit they had to 
extend to certain sector and groups in the economy, known as priority s sector, 
which initially stood 33 per cent^^ Six more banks were nationalized in 1980 
which raised the public sector's share of deposits to 92 per cent. The second 
wave of nationalization occurred because of control over the banking system 
which increasingly more important as a means to ensure priority sector lending to 
reach the poor through a branch expansion network and to raising public deposit. 
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In addition to the nationalization of banks, the priority sector lending target were 
raised to 40 per cent'^, however, the policies that were supposed to promote a 
more equal distribution of funds, also led to inefficiencies in the Indian Banking 
system. To alleviate this negative effect, first wave of liberalization started in the 
second Half of 1980. The main policy changes were the introduction of treasury 
bills, creation of money market, and a partial deregulation of interest rates^^. 
Besides the establishment of priority sector credit and nationalization of banks 
the government took further control over bank fund by raising the statutory 
liquidity Ratio (SLR) and cash Reserve Ratio (CRR). From a level of 2 per cent 
for the CRR and 25 percent for the SLR in 1960 both witnessed a steep increase 
until 1991 to 15 percent and 38.6 per cent respectively 14 India's banking system 
was an integral part of government spending policies. Through the directed credit 
rules and statutory pre-emotions it was captive sources of funds for the fixed 
deficits and key industries, through the CRR and the SLR more than 50 percent 
of saving had either to be deposited with the RBI or used to buy government 
securities out of the remaining saving 40 percent had to directed to the priority 
sector that were defined by the government Besides these restrictions on the use 
of funds, government had also control over the price of the fund i.e. interest rates 
on the saving and banks^ .^ Earlier banking system was there in the big cities 
such as Bombay & Madras. There a were few banks such as Bank of Allahabad, 
National Bank, Gudh Commercial Bank and Canara Bank, Most of them stopped 
their operation today, while some of them still serving under public sector. Most 
of the banks during British period have functioned as private or family owned 
while following the strict guidelines followed by the government, that this practice 
of family or privately owned banks, Continued for quite few years after 1947 with 
continuous increase of supervision by the government^^. 
Due to many banks failures and crises over two centuries, and the 
damage they did under laissez faire conditions; the needs of planned growth and 
equitable distribution of credit was necessary where privately owned banks was 
concentrated mainly on the controlling industrial houses and influential 
borrowers; the needs of growing small scale industry and farming regarding 
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finance, equipment and inputs; from all these there emerged an inexorable 
demand for banking legislation, some government control and a central banking 
authority, adding up, in the final analysis, to social control and nationalization^''. 
Before the liberalization in 1991, there was a little effective competition in the 
Indian Banking system for at least two reasons, first details prescriptions of RBI 
concerning. Second, India had strict entry restrictions for new bank, which are 
the main integrants of competition^®, this 1991, New Economic policy brings the 
spirit of competition among Indian banks with the new players of foreign banks. It 
has undergone a major structural transformation after the nationalization of 14 
banks in 1969. During the last four decades of nationalization, there has been 
phenomenal expansion of branch network, particularly in the hitherto under 
banked rural areas. Besides a massive qualitative change in the operation of 
banking system, our banks have been called upon to assume a great variety of 
new responsibilities in the area of social banking for which there are precedent or 
guidelines in the history of modern banking anywhere in the world^^. However, 
the journey has not along been even and smooth. There have been hurdles and 
impediments, stress and strains but the dynamic fashion in which the banking 
industry has taken them in its ride and surged ahead only demonstrates its 
resilience and inherent potentialities as catalytic agent for social economic 
development^" as seven new banks entered the market between 1994-2000. In 
addition, over 20 foreign banks started operations in India since 1994. By March 
2004, the new private sector and foreign banks had a combined share of utmost 
20 per cent of total assets^\ This benefit the Indian banking sector attained 
through requirement and setting up a by deregulating entry of new bank 
operations from improved technology, specialized skills, better risk management 
practices and greater portfolio diversification^^. As Indian banking system has 
undergone significant structural transformation since the 1991 through this entry 
of foreign banks became more liberal given in line recommendation of Report of 
the committee on financial system. " freedom of entry into the financial 
system should be liberalized and Reserve Bank of India should now permit the 
establishment of new banks in the private sector, provided they conform to the 
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minimum startup capital and other requirement and set of prudential norms with 
regard to accounting, provisioning and other aspect of operation"^^. Another step 
is taken by government of India in 1998, through another committee. This 
committee is also chaired by Shri M. Narasimham, pointed in 1998 to review/ the 
records of implementation of in financial system reform and to take forward step 
and start the reform necessary in year at ahead it is observed under committee 
that one of the most significant measures instituted since 1991 has been the 
permission for new private banks to be set up, and the more liberal approach 
towards foreign banks offices bang opened in India. These steps have enhanced 
the competitive framework for banking system in India, as the new private and 
foreign banks have higher productivity level based on newer technology and 
lower level of operating '^*. 
This period ownership in public sector banks were so diversified with the 
flexible entry norms for private and foreign banks, this changes the scenario of 
competitions in the banking industry. Competition is itself the sign of progress, 
this importance is also recognized by Reserve Bank when it observed that 
competition is sought to foster by permitting new private sector banks, and moire 
liberal entry of branches of foreign bank, competition is sought to be fostered in 
process of autonomy and thus some response to rural and semi urban area also 
by encouraging Local Area Banks. Some competitive diversification of ownership 
in selected public sector banks has helped the pressures^^. 
The competition induced by the new private sector banks has clearly re-
energized the Indian banking sector as a whole; new technology is now the 
norm, new product are being introduced continuously, and new business 
practices have become common place^ .^ 
Present study is to evaluate the degree of competition in the banking 
sector, with special reference to SB! & ICICI Bank in a globalised era. 
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1.2 Review of Literature 
Banking is a prime mover in the economic development of a nation and 
research is so essential to improve its working results. The management without 
any right policy is like "building a house on sand". It means an effective 
management always needs a thorough and continuous search into the nature of 
the reasons for, and the consequences of organization. In line with this, some 
related earlier studies conducted by individuals and institutions are reviewed to 
have an in-depth insight into the problem and exploring the reformation of 
banking policy. The main theme and essence of few relevant studies are 
presented below. 
Domar and Timbergen (1946) '^', measured the profitability of banks for the 
economic development purpose and settled the theoretical framework in 
expanded form which was first introduced by Jorgenson and Nishimizudin for 
international economic growth comparison and development. 
Sharma (1974)^ ^ said, "The expansion of banking facilities was uneven and 
lopsided and banks were concentrating their operations in metropolitan cities and 
towns. A fairly large number of rural and semi urban centre with reasonable 
potentialities of growth failed to attract the attention of commercial banks. As far 
as the deposit mobilization in the rural areas is concerned, much remains to be 
done."This gives emphasis on the rural and semi urban growth of banks. 
Gopal Karkal(1977)^^ said, "Some regions have done well in spreading the 
banking facilities, while some regions have still very backward. Further, our 
clients are larger merchants and big industrialists. They approach with their 
demand for larger loans and advances, and in return give large business. If we 
transfer our limited resources to small industry, agriculture etc., how can we 
increase our deposits, advances etc., and how can we survive." As it give 
emphasis on a policy of planned and systematic branch expansion laying stress 
not only on opening branches in the underdeveloped and neglected areas but 
also in the providing additional banking facilities to the growing metropolitan and 
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urban areas to cope with the ever-increasing requirements of trade, industry and 
commerce is more desirous. 
Raghupathy (1977)^°, gave his view on the system of banking sector that "if the 
objectives are not fully achieved, the fault does not lie entirely with the bankers. 
The fault lies in our, not being able to integrate all powerful instruments of 
development into an effective system". 
Shah (1977)^\ gave his view regarding bank profitability and productivity. He has 
expressed concern about increased expenses and overheads. Slow growth in 
productivity and efficiency is due to wasteful work of the banks. He concludes 
that the higher profitability can be result from increased spread and innovations 
have a limited role. He favored written job descriptions for improvement of staff 
productivity. He also emphasized reduction of costs, creation of a team spirit 
improvement in the management for improving bank profitability and productivity. 
V.N. Saxena(1978)^^analsyed that "Improvement in the systems and procedures 
of inspection of stocks, maintenance of stock register is required. Reforms should 
be initiated in extension of sponsorship schemes, recovery, and consultancy". 
This can be supporting tools for banks. 
Desai (1978)^^, conducted a study entitled "Measuring Staff Productivity in Bank 
- A New Approach" in 1981, covering a regional office of a premier bank having 
155 branches in the region. Primary objective of the study was to detect and 
correct staffing Imbalances. The study emphasized on providing for the 
management of productivity related staff development technique. He followed it 
up with another study of Patna Circle of the bank having 607 branches, in 1982. 
The main objective again was to provide management with the productivity-
based technique for rational manpower development. It identified 'Labour-
Intensive and Less Labour-Intensive' banking sector and identified pockets of 
staffing imbalances. He felt that a services industry like banking with wide 
variations in work mix, a universally applicable and fully scientific formula is 
difficult to involve in any area of management. 
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Divatia and Venkatachalam (1978)"^ '*, in their study of operational efficiency and 
performance. They recognized the problems in creating such a composite index, 
some of which will be due to understanding of the term: operational efficiency. 
This study divided the chosen indicators into operational efficiency in terms of 
productivity, operational efficiency in terms of social objectives, and profitability. 
The approach was taking to the approach profitability of banks proposed to 
create a composite index that would explore certain indicators that would suitably 
represent varied aspects of banks of PEP Committee. 
Kulkarni (1979)^^ examined his study on developmental responsibility and 
profitability of banks stated that while considering banks costs and profits-social 
benefits arising out of bank operations cannot be ignored. He claimed that profit 
maximization approach is out of place while referring to profitability of banks. He 
recognized that while fulfilling the social responsibility, banks should try to make 
the developing business as successful as possible, to reduce costs, improve 
banking system and increase the overall productivity. 
Venkatachalam (1979)^^, give the reasons for erosion in bank profits and 
profitability in recent years. This study is purely based on published figures. They 
argued that there is a trade-off between social obligations to be performed by the 
banks and increasing profits. 
Mumupilly (1980)^ '^ , examined the cost and profitability of commercial banks in 
India. The study provides an analytical view of the trends in the components of 
cost of earnings of different groups of Indians commercial banks since 
nationalization. The study mainly focuses on the cost and profitability of banking 
industry as whole rather than individual banks. 
K.S. Krishnaswamy (1980)^^ Chairman of the Working Group appointed by 
Reserve Bank of India in his report on the 'Role of Banks in Priority Sector 
Lending and the 20-Point Economic Programme' has suggested modifications in 
the definition of priority sector lending. It also recommended that the private 
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sector commercial banks should actively participate in extending assistance 
under the priority sector and the 20-Point Economic Programme. 
Srivastava (1981)^ ,^ advocated the use of work measurement principle in 
banking to test the efficiency by using these concepts in a simple manner. He 
identified other uses of work measurement, as to adjust current staffing levels, 
projecting future staffing levels, justifying overtime, determining unit cost and 
pricing of services, budgeting staff expenses, comparing employee or branch 
performance, etc. However, practical utility of the application of work 
measurement concept in banking is questionable. 
Subrahmanyam (1982)''°, has discussed conceptual issues in productivity 
measurement approach to inter-bank and inter-temporal productivity 
comparisons. He has highlighted some of the conceptual issues that are faced in 
the Total Factor Productivity (TFP) measurement associated with neutral 
technical progress. Out of a non-parametric index number approach and a 
parametric production function approach, he confined to economic implications of 
non-parametric approach. He has examined particularly, the mechanics of 
Laspayres and Divisia index number procedures; their affinity to linear and 
homogenous translong production functions and preferred Divisia index over 
Laspayers index. Limitation of Divisia index and index number approach has also 
been pointed out. He felt that production function approach may be more 
advantageous as it can handle problems arising due to non-separability of inputs 
and outputs non-constant return to scales etc. In his paper concentrating on 
methodological issues involved in the measurement and comparison of 
productivity levels in commercial banks at the aggregate level, has discussed the 
use of Kendrick, Solow, 
Karkal (1982)'^ \ viewed the concept of profit and profitability the factors that the 
volume or areas of profit and the techniques used in profit planning. He has 
suggested some measures to improve the profitability in banks through 
increasing the margin between lending (advances) and borrowing (deposits) 
rates, improving the efficiency of staff, and implementation of a uniform maximum 
12 
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service charge. The study did not touch up the area of cost of banking services, 
and costing exercises in the banking industry. 
Nayan, K. (1982)'* ,^ conducted study on the performance evaluation of 
commercial banks and presented a performance evaluation model on the basis 
of important quantifiable parameters of performance. The main conclusion were: 
a)the present system of ranking the banks on the basis of aggregate deposits 
failed to reflect their overall achievements, b) the existing system of performance 
budgeting is not suitable at branch level and c) on the basis of all the important 
and quantifiable parameters of performance. An integrated performance index 
needs to be developed for evaluating the performance of commercial banks. 
Angadi and Devraj (1983)"*^ , study is mainly based on published financial 
statements instead of their break-up. The authors observed that besides the 
social responsibilities discharged by the public sector bank, deficiencies, 
ineffective mobilization of funds at lower costs; attractive retail banking, 
augmenting earnings from other sources; effective cash and portfolio 
management have contributed to declaration in productivity and profitability of 
banks. 
Amandeep (1983)'*'', examined the various factors that affect the profitability of 
commercial banks with the help of multiple regression analysis. The author has 
tried to determine the share of each factor that determines the profitability of 
commercial banks. The trend analysis, ratio analysis, multiple regression 
analysis has been effectively used to know the profitability of commercial banks. 
The study is methodologically very sound but the coverage is too small. 
Biria Institute of Scientific Research (1983)''^ , conducted a study to evaluate 
the performance of nationalized banks in comparison with that of banks in private 
sector. The emphasis of the study was on the objectives of nationalization and 
their achievements, relative performance of private sector banks and nationalized 
banks since 1969 and the effect of nationalization on rest of the banking sector. 
The study reveals that the growth and development in banking after 
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nationalization was not just because of transfer of ownerslnip. It was rather 
because of various incentives and punitive measures that were implennented with 
more vigilance and care after 196S by the government and the Reserve Bank of 
India to make banks fulfill their social responsibilities. Similarly, in the same 
sphere, even better results were achieved by non-nationalized banks. The 
performance of private sector banks in the Post-nationalization period was 
noteworthy, especially because of the odds they faced in securing the growth of 
the business. The achievement of significantly high growth in deposits, 
advances, and branches etc. clearly showed the high quality of entrepreneurship 
and management of these banks. 
Verghese (1983)''^, explores the profits and profitability of Indian commercial 
banks in the Seventies. It is a comprehensive study on bank's profitability. II 
provides a useful analysis of the income statements of commercial banks during 
1970-1979, but some of the concepts used have a limited applicability Banker. 
Banker, Charnes and Cooper (1984)'*'^ , take into account the effects of returns 
to scale within the group of DMUs to be analyzed. The purpose here is to point 
the most efficient scale size for each DMU and at the same time to identify its 
technical efficiency. To do so, the Banker, Charnes and Cooper (BCC) model 
introduces another restriction, convexity, to the envelopment requirements. This 
model requires that the reference point on the production function of DMUs will 
be a convex combination of the observed efficient DMUs. The BCC model, 
known as variable returns to scale model, gives the technical efficiency of DMUs 
under investigation without any scale effect. It is possible to create and estimate 
models that provide input-oriented or output-oriented projection for both CCR 
(constant returns to scale) and BCC (variable returns to scale) envelopment. An 
input-oriented model attempts to maximize the proportional decrease in input 
variables while remaining within the envelopment space. On the other hand, an 
output-oriented model maximizes the proportional increase in the output 
variables, while remaining within the envelopment space. 
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Humprey (1985)'*^ made a useful distinction between the 'production' approach 
and the 'intermediation' approach to bank behavior. The production approach 
views bank as legal estate loans, and installment loans, using capital, labour, and 
materials to do so. In this case, the number of accounts and loans outstanding 
provide the appropriate measures of bank output, and total costs include all 
operating costs incurred in the production of the five outputs. The intermediation 
approach treats banks as collector of funds, which are then 'intermediated' into, 
loans and other assets. The dollar volume of deposit accounts and loans is the 
appropriate measure of bank output under this treatment, and operating costs 
and interest costs provide the appropriate measure of total cost. Which approach 
one chooses to adopt depends upon what issues one is attempting to resolve. 
The production approach is appropriate for studying the cost efficiency of banks 
since it concerns just the operating costs of banking. The intermediation 
approach is concerned with the overall costs of banking and is appropriate for 
addressing questions concerning the economic viability of banks. 
Chakrabarthy (1986)''^ , made a modest attempt to access empirically the 
relative performance of each bank in the context of three variables viz, profit, 
earnings and expenses. In his study, Herfindahi index has been computed to 
measure the inequality in the sharing of profits, net profits, earnings and 
expenses by each group of bank. The author has suggested that each scheduled 
commercial bank should take up some exercise to evaluate the relative 
performance of each office of the particular bank for profit planning. 
Joshi (1986)^°, has examined the various reasons for declining trends in 
profitability. His study is based on published data. He has suggested profits 
planning both at micro and macro levels for the banking industry to overcome the 
declining trends in profitability. 
Gupta and Goswami {1986)^\ in their study introduced some radical change in 
measurement of profitability of commercial banks. They indicated the major 
cause for declining profitability as the enormous increase in establishment costs. 
They pointed out that the conventional indications are based on published profits, 
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which do not reflect the true position. They, therefore, suggested an alternative 
measure that is based on the cost of mobilizing business, other things being 
equal elasticity of establishment costs (per unit of business) with respect of staff 
strength may be used to compare the operational efficiency (and thereby 
profitability) of different banks. 
Godse (1987)^^ in his essay, "Looking Afresh At Banking Productivity" observes 
that productivity aspect is only at the conceptualization stage in the banking 
industry. He suggests improvement in productivity through manpower aspects, 
system and procedures, costing of operations, capital expenditures etc., looking 
into the future he observed that continued thrust on branch expansion in rural 
and semi-urban areas at unbanked centres and backward districts could result in 
a change in the concept of profit as a corporate objective and as the indicator of 
productivity. All branches may not reach breakeven and a reduction in 
operational deficit can be a measure of productivity. Godse suggested indicators 
of productivity that may be used at various levels of management in bank. He 
further made certain suggestions regarding improvement of productivity He 
expressed the view that for preparing banking industry to face the environmental 
changes including changes in work technology in a systematic manner, an 
integrated multi-disciplinary and total planning effort is necessary. 
Jayanti Lai Jam stated (1987)", "The credit deposit ratio in Haryana (69 Per 
cent), Tamilnadu (76 per cent), and Andhra Pradesh (71 Per cent) is high. And 
every bank has some states where credit deposit ratio is very high say 90 per 
cent and the other States where it may be 20. Thus, inter-regional imbalances 
are quite significant in the deployment of resources mobilized by the banks in 
spite of massive branch network and multiplicity of banks". 
Balakrishna (1987)^^ gave his view on regional banking disparities. He 
observed that "disparities cannot be eliminated completely because of 
differences in topography, population, agricultural development, etc. If 
commercial banks maintain their tempo in future years also, then these 
disparities can further be eliminated to a great extent". 
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Ojha (1987)^^, in his paper made an international comparison of productivity and 
profitability of public sector banks of India making comparison on the basis of per 
employee indicators and taking the example of State Bank of India Group and 
Punjab National Bank noted that Indian banks are the lowest on all the accounts. 
However, such an international comparison will not be fair for number of reasons. 
He also made an inter-bank/inter- country comparison by relating per capita 
assets in terms of per capita income of the country concerned. However he was 
not satisfied with the results. Analyzing the productivity of public sector banks he 
observed that there has been substantial growth in productivity per employee 
since 1969, calculated at current prices. Analysis indicated an unsatisfactory 
position in the case of Regional Rural Banks (RRB) and relatively lower 
productivity in the private sector banks. 
Satyamurty (1988)^^, stressed the imperative need for improving efficiency, 
productivity and customer service in banks to help them in accelerating their 
consolidation process. He suggested the action points that may be paid attention. 
Satyamurty clarified the concepts of profits, profitability and productivity 
applicable to the banking industry. It is agreed by the bank managements that 
the pressure on the profitability is more due to the factors beyond their control. 
He has suggested the technique of ratio analysis to evaluate the profit and 
profitability performance of banks. He is of the opinion that endeavors should be 
made to improve the spread performance through better funds management. In 
another paper, he has made an attempt to bring out the factors generally 
affecting efficiency and productivity. It recognized that business per employee 
and relation of average business to establishment expenses are the most 
popular indicators of productivity. However, it was favoured a disaggregated 
approach for measuring the efficiency and productivity of banks. It was favoured 
that the performance of a bank could be assessed in the different areas of 
business development at a disaggregated level in terms of profitability, income 
generated, costs involved and customer services. The level of desegregation 
may be decided in the light of-guidelines of RBI and government of India from 
time to time. 
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Subrata Sarkar(1988)^ '^ , anaysed that "Present day corporate customers value 
efficiency highly rather than old connections and acquaintances. A well equipped 
and modern bank which functions smoothly and efficiently would be the first 
choice of a corporate customer. The bank should create an image of efficiency 
so as to attract good corporate customers". 
S. Chandran (1989)^ ,^ narrated that "Legal action should not be the inevitable 
last step in the process, branches should be educated to evaluate this option for 
recovery, like any other option, objectively before launching the same. Building 
up an information infrastructure at the apex level first and at the lower tiers 
subsequently should be initiated". 
Ajay Maindiratta (1989)^^ in his paper, analysis DEA, which evaluates input 
savings that could have been affected by a decision-making unit, given its 
observed task, to inquire into whether even greater savings would be possible if 
the task were to be optionally apportioned to a number of smaller units. The 
notion of size efficiency is introduced to measure this potential for further input 
reductions, and then compared and contrasted to the extent notion of scale 
efficiency. The existence of a largest radically size-efficient output scale is 
established as a ray property of the production frontier. 
Singh (1990f°, has studied the productivity in the Indian Banking Industry. He 
has studied Intra-bank, Inter-Bank groups and inter-bank groups productivity of 
public sector banks and SBI group. He has analyzed branch productivity, per-
employee productivity, and financial parameters at constant prices. But his study 
does not consider nationalized banks and causes of varying productivity in 
banks. 
Related to the branch expansion policy, Satya Sundaram (199lf^ stated that, 
"there are still wide disparities in spread of banking facilities regionally. The lead 
bank surveys at the district level have identified a number of unbanked rural 
centers which have potentials for opening branch office". 
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Swami and Subrahmanyam (1993)® ,^ emphasised on "Profitability within Public 
sector banks. The study made an attempt to set benchmarks for laggards of 
public sector banks in terms of performance". 
Amita Batra (1996)^ ,^ examined the impact of policy Constraints on the 
profitability of Indian scheduled commercial banks for the period 1955-87. The 
profit function approach has been used in the analysis. Previous bank profitability 
studies have been, in several ways, limited and confined in their scope of enquiry 
to questions of either 'operational' or 'technical' efficiency The study provides a 
comparative view on pre- and post-nationalization periods of Indian banking. It 
indicates the importance of loans and advances in the bank asset portfolio as 
also of policy variables like SLR, CRR and branch expansion in explaining bank 
profitability. 
Mannur (1996)^ '*, stated that 'there was no further need for any policy of branch 
expansion; and the expansion of branches should be primarily an internally 
management decision on their assessment of the commercial prospects". 
Murty {1996f^, has analyzed various factors that can be helpful to improve the 
profitability of public sector banks. The study examines the impact of monetary 
policy and market interest rates on the bank profitability and also suggests 
various measures to improve the profitability of the public sector banks in India. 
Ramappa's (1996)^^ argued, "there is nothing inherently non-viable about 
banking in rural areas. Inadequate management competence in individual bank is 
a major cause of the non-viability of rural branches of many public sector banks." 
The biggest ever-challenge that the banking industry now faces is the 
phenomenon non- performing assets. However, there is nothing to lose hope 
about it. 
Sarker and Das (1997) '^', compared performance public, private and foreign 
banks for the year 1994-95 by using measures of profitability, productivity and 
financial management. They found that Public Sector Banks compare poorly with 
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the other two categories. However, they caution that no firm inference can be 
derived from a comparison done for a single year. 
Abhiman Das (1997)^ ,^ stated that "State bank group is more efficient that the 
nationalized banks. The main source of inefficient was technical in nature, rather 
than allocative inefficiency in public sector banks is due to under utilization or 
wasting of resources rather than incorrect input combination. Public sector banks 
improved +their allocative efficiency significantly in the post liberalization period". 
Ammanayya(1997)® ,^ analysis that branch rationalization is more relevant is the 
context of achieving balanced development; and freedom will be given to the 
commercial banks in re-locating branches and opening of specialized branches. 
As per the new policy, "Commercial banks have opened NRI branches, recovery 
branches, small scale industries branches, professional branches, agricultural 
finance branches, personal banking branches and so on. 
Bhattacharya (1997)''°, analysed the impact of the limited liberalization initiated 
before the deregulation of the nineties on the performance of the different 
categories of banks, using Data Envelopment analysis. Their study covered 70 
banks in the period 1986-91. They constructed one grand frontier for the entire 
period and measured technical efficiency of banks under study. Under their study 
they found public sector banks had the highest efficiency. 
Das(1997)''\ compares performance among public sector banks for three years 
in the post-reform period, 1992, 1995 and 1998. He enalysed a certain 
convergence in performance. He also find that while there is a welcome increase 
in emphasis on non-interest income, banks have tended to show risk-averse 
behaviour by opting for risk-free investments over risky loans". 
P.B. Kulkarni(1998p, "Nationalization of banks in 1969, no doubt produced a 
number of desired results but it also created a number of weaknesses and 
problem's for the banks and within the system as a whole. They are: (i) 
deterioration in customer service (ii) development of a culture to please people 
who mattered for one's career (iii) publishing of no fair view' balance sheets to 
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avoid the stigma of showing losses and (iv) lack of transparency in overall 
operations". 
N.K. Thingalaya (1998)'^ ^ "One major change observed in recent years is the 
process of de-regulation of the interest rate structure by the Reserve Bank of 
India. This is certainly a welcome step in improving the competitive efficiency of 
banks". 
Tapora(1998)'''*, with great foresight said that "Nationalisation is not the best 
means of achieving a national institution". 
Rajendra Kumar Jam(1999p, "The Government must get down to planning a 
phased programme to remove the burden of non-performing assets from the 
banking sector. This would not only increase the liquidity of the banks but will 
also result in a more effective, albeit, slightly, costlier, credit delivery system to 
the priority sector". 
The Verma Committee (1999)^ ,^ identified weak banks, strong banks and 
potential weak banks based on the study of seven financial performance 
parameters. These parameters include capital adequacy ratio, coverage ratio, 
return to assets, net interest margin, operating profits to average working funds, 
cost to income, and staff cost to net interest income plus other income. 
Accordingly, UCO Bank, United Bank of India and Indian Bank were identified as 
weak banks in whose case none of the seven parameters were met. As against 
this. Oriented Bank of commerce and State Bank of Patiala were identified as 
strong banks because they satisfied all the parameters. But in respect of six 
banks, viz. Allahabad Bank, Central Bank of India, Indian Overseas Bank, Pun 
jab and Sind Bank, Union Bank of India and Vijay Bank, most of the parameters 
i.e. five or six of the total seven parameters were not fulfilled. Hence, they were 
described as potential weak banks.The main weakness of financial ratio analysis 
adopted by Verma Committee (1999) is that the choice of a few or a single ratio 
does not provide enough information about the various dimensions of 
performance. As a result, a bank that is poorly managed on certain dimensions 
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may appear to be performing well- as long as it compensates in other 
dimensions. Furthermore, it is a short run analysis that may be inappropriate for 
describing the actual efficiency of the bank in the long run, since it fails to 
consider the value of management actions and investment decisions that will 
affect future performance. Another problem that may arise is the choice of a 
benchmark against which to compare a univariate or multivariate score from ratio 
analysis. Also, commonly used performance ratios fail to consider multiple 
outputs (services and/or transactions) provided with multiple inputs. 
Shri M.S. Verma (1999)'''', Chairman, Working Group on Restructuring Weak 
Public Sector Banks, Constituted by R.B.I, submitted its report in 1999. MS. 
Verma, suggested many measures which include a major aspect namely weak 
PSBs should be allowed for Public issue. 
Committee(1999)''®, on Technology Upgradation in the Banking sector. 
Constituted by R.B.I, with Dr. A. Vasudevan, as Chairman submitted report in 
1999. The Committee has strongly adviced to adopt latest technology in Banking 
sector. 
Scholten Bert (2000)''^ stated that, 'Competition, Growth and Performance in 
the Banking Industry' examined profit performance of the banking industry in the 
international context, using a sample of 100 international banks over the year 
1981-97. 
A.Gnanadoss(2001)^°, highlighted "the branch expansion statistics from 1969 to 
1999 with a clear comparison of rural branch expansion with total branch 
expansion. The study includes comparison of structural deposits and credits of all 
scheduled commercial banks from 1950 to 2000. He has compared the 
performance of scheduled commercial banks in priority sector lending during 
1990-2000". 
D.V.L.N.V.Prasada Rao's (2001)^\ study includes "Bank category wise amount 
of loan given to various purposes in Belgaum district during 1997-1998. The 
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study has listed various organisational, operational and co-ordinational problems 
in credit support". 
Kohli (2001)® ,^ emphasized on the importance of technology anissues emerging 
from this technology. According to him, technology is emerging as a key-driver of 
business in the financial services industry. The advancement in computing and 
telecommunications has revolutionized the financial industry and banking on the 
net is fast catching on. As e-commerce gets transformed into e-commerce with 
the increasing use of technologies like WAP, banking business is in for a major 
overhaul. 
Kaveri (2001)^ ,^ examine to extend the study conducted by the Verma 
Committee more specifically to ascertain whether enough signals of weakness 
were indicated much before the event. The present, study considers 1998-99 as 
the year of event when the Verma Committee identified weak banks, strong 
banks and potential weak banks. This study considers nine efficiency parameters 
that are computed, based on the data collected from the Reserve Bank of India 
publications. The parameters include; Capital Adequacy Ratio; Net Non-
Performance Assets/Net Adequacy; Net Profit/Total Assets; Gross ProfitAA/orking 
Funds; Net Interest Income/Total Assets; Interest Expended/Total Assets; 
Intermediation Cost/Total Assets; and Provisions and Contingencies/Total 
Assets. 
R.Nambirajan(200lf'*, in his study compared gross and net Non Performing 
Assets of all Public sector banks from 1998 to 2000 and could find marginal 
increase. The study states that corporation bank has lowest NPAs (1.92 per cent) 
and Indian bank has highest NPAs (16.18%). 
Anuradha (2001 )^^ stated that "the need for the change of Indian banks and the 
forces behind the change like globalization, liberalization, international trade, 11 
revolution etc., The study also highlights various consequences that are to be 
faced by the Indian banks if they remain unchanged". 
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Shri S.R. Mittal {200^f^, Chairman of Committee on Intemet Banking, 
Constituted by R.B.I, strongly urged to use the fast growing Internet medium in 
banking transactions..The Government of India set up a nine-member committee 
under the chairmanship of Narasimham, former Governor of Reserve Bank of 
India. He is to examine the structure and functioning of the existing financial 
system of India and suggest financial sector reforms. The report of the committee 
was tabled in the Parliament on December 17, 1991 .The Finance Ministry of 
Govt, of India appointed once again a committee under the chairmanship of Sri 
M. Narasimhan to recommend reforms for Indian banking sector. Reviewing the 
developments that have taken place during the period 1991-98, the committee 
made recommendations for reforming the banking sector.The Report was 
submitted in April 1998. 
Chowdary Prasad (2002) '^', compared the 1991 economic reforms of India with 
that of china that took place in 1998. He has stated "Reforms in India have just 
been a decade old but there have been numerous changes in political set up, 
industrialization policies, legal reforms, privatization, etc.," 
Indira Rajaraman, Garima Vashishta's (2002)^ ,^ study "highlights gross and net 
NPAs of commercial banks from* 1996 to 2000. The study tries to identify the 
relation between Non- Performing Assets and operating efficiency". 
B. Janki (2002)^ ,^ pointed the effect of technology on labor productivity. There is 
no doubt that banking needs to upgrade technology to improve operating 
efficiency, and customer services. The study concludes that harnessing 
employee technology synergy is crucial for unleashing productivity and reaching 
out to the huge base of retail customers, who are also dispersed in rural and 
semi-urban areas. Banks can use technology to address customer needs and 
improve their interaction with customers, keeping in touch through telephone and 
the Internet. The study predicts that focus on technology will increase like never 
before to add value to customer service, develop new products, strengthen risk 
management, asset liability management and improve profitability. But it cautions 
that technology is only an enabling tool and whether banks actually achieve what 
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they want to achieve will be determined by the drive and motivation of their work 
force and response of the staff. 
R. Prasad(2002)^°, Stated that "Due to the negligence of customers most of the 
frauds occur. Master card has lost huge amount during 2001-2002 financial year. 
In India credit card are much higher than that of the entire world". 
Rao (2002)^\ has analyzed the impact of new technology on banking sector. The 
advent of technology in terms of both computers and communications has been 
changing totally the ways and doing of banking business. Technology has 
opened new vistas and in turn brought new possibilities every day for doing the 
same work differently and in a most cost-effective manner. Tele banking and 
Internet banking are making forays such that branch banking may give way to 
home banking. In order to protect their profitability, the banks need to address 
urgently the following emerging areas: Product development and marketing skills; 
Modern credit management skills; new risk management practices; Skills for 
operating in electronic environment. New internal audit skills in a changing 
business environment and New focus on customer and his needs. 
Kasthuri Nageswara Rao(2002)^ ,^ Stated that "Out the six distress zone banks 
identified by Verma Committee, Vijaya Bank, Indian Overseas Bank and Union 
Bank of India have gone public and now Indian Overseas Bank still has an 
adverse coverage ratio. The remaining two banks are in comfortable Position". 
K. Shiva Kumar and V. Samyoudha (2002)® ,^ study includes "the ratings given 
by the respondents in a sample stuffy for various services namely customer 
responses towards counter services, passbook services, cheque services, 
demand draft services, depository services, etc. The study states that customers 
are highly satisfied with the services that are provided by private sector banks 
when compared with sector and co-operative banks". 
M.G. Bhide, A. Prasad, Saibal Ghosh's (2002)^^ study "has identified various 
weaknesses in banks after second generation of reforms namely interest rate 
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deregulation, non performing assets, direct lending, ownership structure, legal 
framework , etc.". 
Mohd. Azmathullah Mobeen's (2002)^ ,^ study identified "various managerial 
skills to be possessed by the managers at different levels in Public sector banks 
based on Katz model of management skills and quality, Goldsmith and Boone's 
five key commitment model (Commitment to the customer, Organization, to self, 
to people, to the task)". 
N. Janardhana Rao (2002)^ ^ said, "The new ordinance SARFESI Act 2002 
covers three unrelated issues securitization, reconstruction, and perfection of 
security interests. It would be better if these issues would be addressed 
specifically and independently. There is no doubt that the ordinance is to run the 
banking system in India, covering the bad debts is just the beginning. However 
much remains to be done". 
S.N. Bidani said (2002)®^ "Banks should try to list out specific cause which are 
responsible for increasing NPA's and evolve strategies and account specific 
action plan for their removal. Such an approach would not only help them in 
bringing down the existing NPAs but also check slippage of performing accounts 
in to this category". 
Suresh Krishna Murthy (2002)^ ^ stated, "Technology' progress has created a 
segment between the banks, that e techno saved and those that are not. Almost 
all these, the go old, distinguish with new private sector and old private sector 
banks continue to thrive. Here is an analysis of the old private sector banks that 
have seen a decade of evaluation and now it and at a crucial stage of their 
evolutions". 
Sayuri, Shirai (2002)^ ,^ examine the impact of reforms by in the performance of 
banking sector. He found that the performance of public sector bank improved in 
the second half of the 1990's. Profitability (measured by return on assets) of 
nationalized banks turned positive in 1997-2000 and that of SBI banks have 
steadily improved their cost efficiency over the reform period. Even through 
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foreign banks and private sector banks generally performed better than the public 
sector banks in terms of profitability, earning efficiency (measured by ratio of 
income to assets), and cost efficiency in the initial stages, such differences have 
diminished as public sector banks have improved profitability and cost efficiency. 
Suresh Krishna Murthy (2003)^ °° said, "Public sector banks, hither to seen as 
the Government's white elephants, have entered into a golden era. Reduced 
NPAs and better operating practices have turned these enterprises into a force to 
reckon with". 
Yash Paul Pahuja (2003)^ °^  said, "SB! is one of the fast growing players in the 
Indian Banking Industry with around 13,000 branches (including its seven 
associate banks) and 51 foreign offices in 31 countries. These branches handle 
25 million transactions a day. The cost of funds is lowest for SBI at 7.6% as 
compared to others". 
V.Raghunathan (2003)^ °^  stated that, "Convergence in the banking sector 
assumes increased significance because banks today no longer compete merely 
with other banks. They in fact compete with altogether different sectors". 
Committee (2003)^°^ on Micro finance, headed by Shri Vepa Kamesam, 
suggested various methods of lending to priority sector. He has highlighted the 
methods of lending especially to agriculture sector. Committee has submitted its 
report in August, 2003. 
Chandra Shekhar (2003)^°^ stated that "The third and the most important 
dimension of the banking sector reforms was reduction of the non-performing 
assets (NPAs). In fact, the whole effort to reform the banking sector would 
collapse if the banks were not able to contain and reduce their NPAs. It would be 
impossible for a bank with high NPAs to be either vibrant or competitive. 'What 
are these NPAs? These are the assets that do not yield any return". 
Dharmalingam Venugopal(2003)^°^ stated that, "The future of nationalized 
banks higes on their ability to build good quality assets in an increasingly 
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competitive market while maintaining capital adequacy and prudential norms. 
Consolidation, to enhance managerial efficiency, and competition, to transform 
customer service, are the key factors that will impact nationalized banks". 
Aloka Majumdar(2003)^° ,^ stated that, "Emerging trends have got a lot to do 
with the changes in the structure of the banking system. The second and equally 
important area, where banks are banking on other of their skill, is on the retail 
side". 
Aditya Pun (2003)^°'' said, "Technology has enabled banks to target customers, 
and provide customized products and services to match their individual 
requirements. The winners will be those banks that make optimum utilization of 
available technology to innovate, offer customized products and services, and 
make the most of the resources at their disposal". 
K. Eswar (2003)^ °^  said, "As our market evolve, so customer requirements 
change, and hence the positioning strategy needs to be modified. Positioning is 
not a one-time effort. It is a constant pursuit". 
Pramod Guptha(2003)''°^ said, "Both public and private banks are spending 
large amounts of money on technology to provide innovative products and 
services to their customers with more convenience and satisfaction. Technology 
is reducing the cost of transaction and helping to increase customer base and 
enable wider reach". 
Abhiman Das and Saibal Ghosh's (2004)^ °^, study conducted "to know the 
performance of bank CEOs in the era of corporate governance, tried to identify 
the adaptability characteristics of CEOs in terms of technology. The study also 
states that CEOs of poorly performing banks are likely to face higher turnover 
than CEOs of well performing ones". 
T.Uma Maheshwari Rao and L Hymavathi {2005)^^\ stated the importance of 
internet usage for banking worldwide and its relevance in Indian scenario To 
compete the present banking business the banks were transforming themselves 
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and conducting their business electronically. This transformation leads to normal 
banking to electronic banking, enabled customers to transact online, while saving 
on various factors. Normal Banking activities still prevails in developing countries 
like India. 
Bhatia (2007)^ ^ ,^ found that the amount of NPAs has been seen on a continues 
increase and had reached an alarming 6 per cent in 2006 which was much 
higher than 4 per cent benchmark of financial indicators. 
Guillen and Tschoegi (2008)^ ^ ,^ Traditional banks accepted the change in their 
functioning in order to be more receptive to the worldwide market demand for 
new financial product in new competitive market. 
"Indian Bank's Association (IBA)^ "^*, conducted an all India survey to rate the 
customer service provided by all the 27 public sector banks aimed at fostering 
healthy competitive spirit amongst banks to improve upon their customer service. 
The aim of this study is to ensure the quality of service as perceived by the 
customers of public sector banks and identify areas where the banks need to 
improve for achieving higher levels of customer satisfaction. The study has been 
a massive one covering about 2500 bank branches and about 85,000 customers 
(respondents) at the all India level. Sample branches in all categories have been 
randomly chosen by IBA in proportion to the business/the number of branches in 
a particular category. In addition to bank rating at regional level and all India 
level, the survey results will also be used for rating each region on the basis of 
the customer service of all sample branches of the banks' operating in the 
region". 
1.3 Research Gap 
Since the new changes bring competition in the present scenario, this 
present study consist two players for competition were SBI (Public Bank) and 
ICICI Bank (Private Sector Bank) are studied and analyzed and interested for 
judging their efficiency and profitability as to know the comparative financial 
performance of each banks. After going through review of literature related to the 
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banking industry in India, It is evident that although huge work has been done 
since the inception of SBI and ICICI Bank on the related topics like the 
performance of SBI and ICICI Bank individually together with other bank. 
Therefore as per my knowledge no study or research work conducted by any 
other researcher/author in this university and other university in this area, that is 
why I chose the topic, "/4 Comparative Financial Performance Evaluation of ICICI 
Bank and SBI". 
1.4 Objectives of Study 
The major objectives of the study are to assess the impact of reform 
measures on the efficiency, profitability and overall performance of SBI and ICICI 
for the period 2000-2001 to 2011-2012. The specific objectives of the study are; 
1. To find out some glaring reasons of lower efficiency in SBI and ICICI 
banks and suggest ways and means to improve the efficiency of these two 
banks. 
2. To make comparative analysis of the financial performance of SBI and ICICI 
ai ir\. 
3. To suggest future prospect for these two banks. 
4. To analyze the financial performance of State Bank of India. 
5. To analyse the financial performance of ICICI bank. 
6. To compare State Bank of India and ICICI bank on the basis of their financial 
performance. 
1.5 Hypotheses 
Ho:1 There is no significant difference between the bank size of SBI And ICICI 
Bank. 
Ho:2 There is no significant difference between the SBI and ICICI bank in terms 
of profitability of SBI And ICICI Bank. 
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Ho:3 There is no significant difference between the SBI and ICICI bank in terms 
of liquidity of SBI And ICICI Bank. 
Ho:4 There is no significant difference between the net non performing assets 
of SBI and ICICI Bank. 
1.6 Research Methodology 
The study will be conducted with reference to the data related to State 
Bank of India and ICICI Bank. These banks have been studied with the belief that 
they hold the largest market share of banking business in India, in their 
respective sectors. 
This study covers a periods of twelve years from 2000-2001 to 2011-2012. 
1.6.1 Tools for data collection 
The study is purely based on secondary data. The data required for the 
study will be collected from annual reports of respective banks, journals and 
reports on trends, newspapers, magazines, and progress of Banking of India, 
government publications, books and website. 
1.6.2 Tools for data analysis 
Different scales will be used for data analysis. Various financial ratios, bar 
charts are used to know financial performance and business model of State Bank 
of India and ICICI Bank. 
1.7 Importance and Significance of the study 
The Indian banking industry is passing through a phase of customers 
market. The customers have more choices in choosing their bank .The 
competition has been established within the bank operating in India. With stiff 
competition and advance technology, the service provided by the bank have 
become more easy and convenient This Study will gave a base to the further 
research in this field. 
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1.8 Limitations of the Study 
1. The study is primary based on secondary data. Different tools used for the 
study may suggest different results as the approach differs. Some 
changes in accounts procedure by concern may often make financial 
analysis misleading. 
2. It does not consider changes in price level. 
3. The study considers data of only limited duration of time. 
4. It is based on only on monetary information and non-monetary factors are 
ignored. 
5. It is only study of interim reports of the concern. 
6. The study is based on selected schemes therefore limiting the area of 
research. 
7. This analysis is carried on certain assumptions hence the assumptions 
would be biased. 
1.9 Conclusion 
This chapter deals with the background and Perspective Framework of the 
Study which includes, Banking history in India, Indian Banking from its initiation 
to the present through Review of the literature. Research Gap, Scope and 
Objectives of the study, Hypotheses of the study. Methodology of the Study, 
Significance and Need of the Study, Use of Statistical Tools, and References. 
After going through background and Perspective Framework of the Study, it is 
necessary to touch upon the conceptual Regulatory Framework of the Indian 
Banking industry before its assessment. The Conceptual Regulatory Framework 
of the Indian Banking industry going to be highlighted in the next chapter. 
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Industry 
2.1 Introduction 
The previous chapter was related to the introduction of the study, review 
of literature, research gap, objectives, hypothesis, research methodology, and 
importance and limitation of the study. The present chapter is related to the 
structure of Indian banking industry, evolution of banking, its growth before 
independence, after independence and again segregated into pre-reform and 
post-reform period, its current position and its role in Indian economy. The 
importance of financial system for economic development of a country is well 
recognized worldwide as well as in IndiaV Banks are considered as a backbone 
to the financial system and play an important role in economic development of a 
nation. They act as intermediaries in channelizing funds from surplus units to 
deficit units to the fully utilization of the funds. An efficient banking system of 
nations has significant positive impact which increases the efficiency of economic 
activities in general. There is a major shift in banking system in the policy 
atmosphere after the introduction of financial sector reforms in 1992, these 
reforms effect the working of commercial banks, as one of the objectives of 
financial sector reform was to improve the efficiency of banking system^. The 
financial system's contributes to the economy depends upon the quantity and 
quality of its service and efficiency with which it provides them^, the financial 
system consist of many financial instruments and market. Financial institutions 
include money lender to commercial banks, development financial institutions, 
pension funds, insurance company's brokerage house investment, and stock 
exchange etc. Market for different types of financial instruments may be 
organized like stock exchange with centralized trading or informally as the over-
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the counter market'*. The state of financial sector in India could be described as a 
classical example of financial repression, until the beginning of 1990's^. 
2.2 Banking structure in India 
Reserve bank of India is solely responsible for all sort of policy formulation and 
implementation of these policies for the banking industry in India. The main 
purpose of establishing Reserve bank of India in India is to circulate the currency 
in the economy apart from computation of currency reserves. It is having vital 
purpose as to control the subject of Bank Notes and their custody of treasure 
with a vision to protected financial constancy in India and usually act as function 
to the credit system of the country to its benefit"^. 
Chart 2.1 
Banking Structure in India 
Regional Rural Bank 
(196) 
Reserve bank of India-Central Bank and Supreme 
Monetary Authority 
Commercial Bank 
Foreign 
Public Sector Bank 
(27) 
Private Sector Bank 
(30) 
State bank of India 
and its associates 
Bank (27) 
Other nationalized 
Bank(19) 
Old (22) 
New (8) 
Co-operative Bank 
Urban cooperative 
Banks(52) 
H State Cooperative banks(16 
Source: Reserve bank of India, 2009(Banking Structure in India; RBI) RBI; cited in 
www.rbi.org.banking structure .asp 
Chart 2.1 shows the banking structure in India in which the first stage is 
classified into two categories commercial banks and cooperative banks. Banks 
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can be divided into two categories urban cooperative banks and state 
cooperative banks and state cooperative banks. Urban cooperative banks are 
established so that it can take care of all the financial requirements of an urban 
area while state cooperative bank established in order to serve the financial 
demand in a particular sector such as agriculture or jute sector. Commercial bank 
is directed into public sector banks and private sector bank; Private sector banks 
are established and managed by private companies while public sector banks 
are owned by government. ICICI, HSBC, Standard Chartered, PBN Ambro Bank, 
HDFC Bank of America, Hindustan Bank, UTI Bank, Vijay Bank Deutsche, Scotia 
Bank, Cite Bank, was private sector bank and State Bank of India, Premier Bank, 
Indian Bank was commercial Public Sector bank in India. 
The function of Indian banks is performed under the guidelines of RBI. 
The RBI has made outstanding development in transforming the operations of 
the banking industry from conservative approach of serving customers to an 
aggressive approach of meeting all kinds of financial needs. From this effects of 
transformation, various reforms are conducted which helps in bringing the current 
banking stage''. 
2.3. Growth and Development of Indian banking sector 
Growth and Development of Indian banking sector is segmented into 5 
phrases i.e. Pre independence, post independence, pre reform, post reform, and 
current position of Indian banking sector. 
2.4. The Progress of Banking in India up to 1947 
The phase leading up to independence laid the foundation of the Indian 
banking system the joint stock variety that prevailed elsewhere in the world could 
be traced back to the early 18th century. The western variety of joint stock 
banking was brought to India by the English Agency houses of Calcutta and 
Bombay (now Kolkata and Mumbai). The first bank of a joint stock variety was 
Bank of Bombay, established in 1720 in Bombay^.This was followed by Bank of 
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Hindustan in Calcutta, which was established in 1770 by an agency house^. This 
agency house, and hence the bank was closed down in 1832. The General Bank 
of Bengal and Bihar, which came into existence in 1773, after a proposal by 
Governor (later Governor General) Warren Hastings, proved to be a short lived 
experiment^ *^  Trade was concentrated in Calcutta after the growth of East India 
Company's trading and administration. With this grew the requirement for 
modern banking services, uniform currency to finance foreign trade and 
remittances by British army personnel and civil servants. The first 'Presidency 
bank' was the Bank of Bengal established in Calcutta on June 2, 1806 with a 
capital of Rs.50 lakh. The Government subscribed to 20 per cent of its share 
capital and shared the privilege of appointing directors with voting rights. The 
bank had the task of discounting the Treasury Bills to provide accommodation to 
the Government. The bank was given powers to issue notes in 1823. The Bank 
of Bombay was the second Presidency bank set up in 1840 with a capital of 
Rs.52 lakh, and the Bank of Madras the third Presidency bank established in July 
1843 with a capital of Rs.30 lakh. They were known as Presidency banks as they 
were set up in the three Presidencies that were the units of administrative 
jurisdiction in the country for the East India Company. The Presidency banks 
were governed by Royal Charters. The Presidency banks issued currency notes 
until the enactment of the Paper Currency Act, 1861, when this right to issue 
currency notes by the Presidency banks was abolished and that function was 
entrusted to the Government. The first formal regulation for banks was perhaps 
the registered under Companies Act in 1850. This Act, based on a similar Act in 
Great Britain in 1844, stipulated unlimited liability for banking and insurance 
companies until 1860, as elsewhere in the world. In 1860, the Indian law 
permitted the principle of limited liability following such measures in Britain. 
Limited liability led to an increase in the number of banking companies during this 
period. With the disfunction of the Bank of Bombay, the New Bank of Bombay 
was established in January 1868^\ 
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The first Indian owned bank was the Allahabad Bank set up in Allahabad 
in 1865, the second, Punjab National Bank was set up in 1895 in Lahore, and the 
third, Bank of India was set up in 1906 in Mumbai. All these banks were founded 
under private ownership. The Swadeshi Movement of 1906 provided a great 
increased activity in response to a stimulus to joint stock banks of Indian 
ownership and many more Indian commercial banks such as Central Bank of 
India, Bank of Baroda, Canara Bank, Indian Bank, and Bank of Mysore were 
established between 1906 and 1913. 
Table 2.1(a) 
Number of Banks, Capital and Deposits 
(Reporting Commercial banks) 
End Dec. 
1870 
1880 
1890 
1900 
1910 
1913 
1920 
1930 
1934 
(Amount in 
Number of ReportingCommercial banks 
Presidency/Imperial 
Bank^  
3 
3 
3 
3 
3 
3 
3 
1 
1 
Class A^  
2 
3 
5 
9 
16 
18 
25 
31 
36 
Exchange Bank 
3 
4 
5 
8 
11 
12 
15 
18 
17 
Class 
B^  
-
-
-
-
-
23 
33 
57 
69 
Rs lakh) 
Total 
8 
10 
13 
20 
30 
56 
76 
107 
123 
1 .Three presidency banks were amalgamated into a single bank i.e. ,Imperial bank of 
India 1921;A^ Banks with capital and reserve of Rs 5 lakh and over;B^: Banks with 
capital and reserve over Rs 1 lakh and up to Rs 5 lakh 
Source: Statistical Tables Relating to Banks in India, Various issues. 
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Table 2.1(b) 
Number of Banks, Capital and Deposits (Capital) 
(Rs lakh) 
End Dec. 
1870 
1880 
1890 
1900 
1910 
1913 
1920 
1930 
1934 
Presidency/Imperial 
Bank' 
362 
405 
448 
560 
691 
748 
753 
1115 
1128 
Capital 
Class A^ 
12 
21 
51 
128 
376 
384 
1093 
1190 
1267 
Class B^ 
-
-
-
-
-
-
81 
141 
149 
Total 
374 
428 
499 
688 
1067 
1112 
1927 
2448 
2544 
1 : Three presidency banks were amalgamated into a single bank i.e. ,Imperial bank of 
India 1921;A^ Banks witt) capital and reserve of Rs 5 lakh and over;B^: Banks with 
capital and reserve over Rs 1 lakh and up to Rs 5 lakh 
Source: Statistical Tables Relating to Banks in India, Various issues. 
Table 2.1(c) 
Number of Banks, Capital and Deposits 
Year 
(Jan-Dec) 
1870 
1880 
1890 
1900 
1910 
1913 
1920 
1930 
1934 
(Rs lakh) 
Deposit 
Presidency/Imperial 
Bank^ 
1197 
1140 
1836 
1569 
3664 
4236 
8629 
8397 
8100 
Class A' 
14 
63 
271 
808 
2566 
2259 
7115 
6326 
7677 
Exchange Bank 
52 
340 
754 
1050 
2479 
3104 
7482 
6811 
7140 
Class B' 
151 
233 
439 
511 
Total 
1263 
1543 
2861 
3427 
8699 
9750 
23458 
21973 
23428 
1 -.Three presidency banks were amalgamated into a single bank i.e. ,Imperial bank of 
India 1921;A^ Banks with capital and resen/e of Rs 5 lakh and over;B^: Banks with 
capital and resen/e over Rs 1 lakh and up to Rs 5 lakh 
Source: Statistical Tables Relating to Banks in India, Various issues. 
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Table 2.1(a), 2.1(b) and 2.1(c) explains that first Indian owned bank was 
the Allahabad Bank set up in Allahabad in 1865, the second, Punjab National 
Bank was set up in 1895 in Lahore, and the third. Bank of India was set up in 
1906 in Mumbai. All these banks were founded under private ownership. 
JheSwadeshi Movement of 1906 provided a great impetus to joint stock banks of 
Indian ownership and many more Indian commercial banks such as Central Bank 
of India, Bank of Baroda, Canara Bank, Indian Bank, and Bank of Mysore were 
established between 1906 and 1913. By the end of December 1913, the total 
number of reporting commercial banks in the country reached 56 comprising 3 
Presidency banks, 18 Class 'A' banks (with capital of greater than Rs.5 lakh), 23 
Class 'B' banks (with capital of Rs.1 lakh to 5 lakh) and 12 exchange banks. 
Exchange banks were foreign owned banks that engaged mainly in foreign 
exchange business in terms of foreign bills of exchange and foreign remittances 
for travel and trade. Class A and B were joint stock banks. The banking sector 
during this period, however, was dominated by the Presidency banks as was 
reflected in paid-up capital and deposits. 
The Swadeshi Movement also provided increased activity in response to 
the co-operative credit movement and led to the establishment of a number of 
agricultural credit societies and a few urban co-operatives. The evolution of co-
operative banking movement in India could be traced to the last decade of the 
19th Century. The late Shri Vithal L Kavthekar pioneered the urban co-operative 
credit movement in the year 1889 in the then princely State of Baroda^^. The first 
registered urban co-operative credit society was the Conjeevaram Urban Co-
operative Bank, organized in Conjeevaram, in the then Madras Presidency. The 
idea of setting up of such a co-operative was inspired by the success of urban 
co-operative credit institutions in Germany and Italy. The second urban co-
operative bank was the Peoples' Co-operative Society in 1905 in Bangalore city 
in the princely State of Mysore. The main objectives of such co-operatives were 
to meet the banking and credit requirements of people with smaller means to 
protect them from exploitation. Thus, the emergence of urban co-operative 
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banks' was the result of local response to an enabling legislative environment, 
unlike the rural co-operative movement that was largely State-driven ^^. 
After the early recognition of the role of the co-operatives, continuous 
official attention was paid to the provision of rural credit. A new Act was passed 
in 1912 giving legal recognition to credit societies and the like. The Maclagan 
Committee, set up to review the performance of co-operatives in India and to 
suggest measures to strengthen them, issued a report in 1915 advocating the 
establishment of provincial cooperative banks. It observed that the 602 urban 
cooperative credit societies constituted a meager 4.4 per cent of the 13,745 
agricultural credit societies. The Committee endorsed the view that the urban 
cooperative societies were eminently suited to cater to the needs of lower and 
middle-income strata of society and such institutions would inculcate banking 
habits among middle classes. 
Apart from commercial and co-operative banks, several other types of 
banks existed in India. This was because the term "bank" was an omnibus term 
and was used by the entities, which, strictly speaking, were not banks. These 
included loan companies, indigenous bankers and nidhis some of which were 
registered under the Companies Act, 1913. Although very little information was 
available about such banks, their number was believed to be very large. Even the 
number of registered entities was enormous. Many doubtful companies 
registered themselves as banks and figured in the statistics of bank failures. 
Consequently, it was difficult to define in strict legal terms the scope of organised 
banking, particularly in the period before 1913. 
2.5 Impact of World War I on Banking In India 
The World War I years (1913 to 1918) were indeed intractable years for 
the world economy. The alarming inflationary situation that had developed as a 
result of war financing and concentration on the war led to other problems like 
neglect of agriculture and consumers. Most activity during the war period was 
concentrated in urban areas. This further tilted the already adverse urban-rural 
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balance rural areas lacked access to organized banking and this led to almost 
complete dependence of farmers on money lenders who charged exorbitant 
rates of interest. During the war period, a number of banks failed. 
Table 2.2 
Banks Failures in India 1913-1921 
Year 
(January-
December) 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
Note: Cateqc 
Number of 
Banks 
Failed 
12 
42 
11 
13 
9 
7 
4 
3 
7 
)ry A - Banks \ 
Paid up Capital 
of Failed Banks 
(Rs "000) 
3514 
10902 
461 
423 
2526 
148 
403 
725 
125 
vith capital and re 
Average Paid 
up Capital of 
Failed Banks 
(Rs '000) 
1152 
1195 
1190 
1170 
1315 
1433 
1585 
1675 
1901 
serve of Rs 5lah 
Average Paid up Capital 
of Reporting Banks in 
category A and B (Rs 
•000) 
1152 
1195 
1190 
1170 
1315 
1433 
1585 
1675 
1901 
'h and over 
Category B - Banks with capital and resen/e over Rs 1 lakh and up to Rs 5 lakh 
Source: Banking and Monetary Statistics of India; RSI, 1954 
Table 2.2 shows that during the World War I years (1913 to 1918) were 
indeed difficult years for the world economy. The alarming inflationary situation 
that had developed because of war financing and concentration on the war led to 
other problems like neglect of agriculture and consumers. Most activity during the 
war period was concentrated in urban areas. This further tilted the already 
adverse urban-rural balance. Rural areas lacked access to organised banking 
and this led to almost complete dependence of farmers on moneylenders who 
charged exorbitant rates of interest. During the war period, a number of banks 
failed. Some banks that failed had combined trading functions with banking 
functions. More importantly, several of the banks that failed had a low capital 
base. Average capital of failed banks in 1913 was Rs.2.9 lakh as against the 
average capital of Rs.12 lakh for the category of Class A and B banks. The crisis 
had begun before the World War I, but accentuated during it. 
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There were also some big banks that failed, such as Indian Specie Bank, 
a British bank with a paid-up capital of Rs.75.6 lakh. It failed not due to low 
capital, but due to its involvement in silver speculation '^*. 
In retrospect, bank failures in India were attributed by scholars and 
committees, in a large measure, to individual imprudence and mismanagement, 
fraudulent manipulation by directors and managers; and incompetence and 
inexperience. Many banks had granted a large amount of unsecured advances to 
directors and their companies. The absence of adequate regulatory safeguards 
made it easy for directors and managers to mislead depositors/shareholders. It 
underscored the need for suitable machinery for regulation of commercial 
banking in India. Several exchange banks also failed during this period mainly 
due to external reasons relating to their parent countries/companies. 
Table 2.3 
Number of Co operative Banks 
Year 
1922-23 
1925-26 
1928-29 
No. 
5 
10 
18 
Class A 
Capital 
and 
reserve 
44 
91 
163 
Deposit 
341 
538 
901 
No. 
63 
104 
140 
Class B 
Capital 
and 
reserve 
131 
203 
277 
Deposit 
502 
930 
1487 
No. 
68 
114 
158 
(Amount in Rs Lakh) 
Total 
Capital 
and 
reserve 
175 
294 
440 
Deposit 
843 
1468 
2388 
Note: Category A - Banks with capital and reserve of Rs 5 lakh and over 
Category B - Banks with capital and reserve over Rs 1 lakh and up to Rs 5 lakh 
Source: Indian Central Banking Enquiry Committee, 1931 
Table 2.3 shows that up to 1930, the number of commercial banks 
increased to 107 with the Imperial Bank of India still dominating the Indian 
banking sector (refer Table2.1).Besides, at end-March 1929, 158 co-operative 
banks also existed. The number of co-operative banks rose sharply (more than 
doubled) between 1922-23 to 1928-29. Although greater than commercial banks 
in number, the size of deposits of co-operative banks was much smaller. 
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Table 2.4 
Province Wise Distribution of Banl<s In India 1930 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
State 
Madras 
Bombay 
Bengal 
United Province of Agra and Oudh 
Punjab 
Burma 
Bihar and Orissa 
Central Province and Berar 
Assam 
N.W.F.Province 
Dellii Province 
Total 
No. of Reporting Banks' 
167 
30 
919 
33 
29 
4 
18 
3 
51 
1 
3 
1258 
Registered under Companies Act 1913 
Source: Indian Central Banking Enquiry Committee, 1930 
Table2.4 shows that in 1930, the banking system, in all, comprised 1258 
banking institutions registered under the Indian Companies Act, 1913, while 
some were banks in genuine terms, others were indigenous banks, nidhis and 
loan companies. In a large number of towns and villages, indigenous banks were 
the main source of credit. According to the Indian Central Banking Enquiry 
Committee, "a certain number of indigenous bankers work along modern lines 
and transact all kinds of business which the ordinary joint-stock banks transact, 
including the issue of pass books and cheque books." They did not publish 
balance sheets and were managed by proprietors. Some of these, such as 'Bank 
of Chettinad' were registered under the Indian Companies Act. However, there 
were other smaller banks that did not register themselves. 
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Table 2.5 
Capital and Reserve of Failed Banks 
Year(January 
-December) 
1 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
Number of 
Banks Failed 
2 
14 
16 
13 
11 
12 
18 
24 
26 
30 
51 
Paid up 
Capital of 
Failed Banks 
(Rs "000) 
3 
398 
311 
2312 
819 
4060 
1506 
809 
300 
623 
6596 
Average Paid 
up Capital of 
Failed Banks 
(Rs '000) 
4 
28 
19 
178 
74 
338 
84 
34 
12 
21 
129 
Average Paid up 
Capital of Reporting 
Banks in category A 
and B (Rs '000) 
5 
1017 
1005 
1022 
1105 
952 
984 
1008 
973 
851 
861 
Note : Category A - Banks with capital and reserve of Rs 5 lakti and over ; 
Category B - Banks with capital and reserve over Rs 1 lakh and up to Rs 5 lakh 
Source: Statistical Tables Relating to Banks in India, Various Issues 
Table 2.5 shows that by examining the credit requirements of the 
cultivator, it noted "his needs are satisfied, if at all, inadequately and at ruinous 
prices". In an agrarian economy, like India at that time, credit to agriculture was 
very crucial. Bank credit to agriculture was 0.3 per cent of GDP. Rural 
indebtedness in 1931 was estimated at Rs.900 crore, and it was increasing due 
to past indebtedness; extravagant social and ceremonial expenditure; high 
interest rates; recurring losses of cattle due to drought and disease; and lease of 
land at high prices and high rentals, resulting in the transfers of land from farmers 
to moneylenders. 
The Indian Central Banking Enquiry Committee, which was set up in 1929 
to survey extensively the problems of Indian banking. It is observed that a 
central bank be established for the country and that a special Bank Act be 
enacted incorporating relevant provisions of the then existing Indian Companies 
Act (1913), It including new provisions relating to (i) organisation, (ii) 
management, (iii) audit and inspection, and (iv) liquidation and amalgamations. It 
also noted that the commercial banks played a negligible role in financing the 
requirements of agricultural production and cooperative credit 
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2.6. Reserve Bank and its Role 
Various committees that went into the causes of bank failures 
recommended the setting up of a central bank for the country^^. It is interesting to 
note that many central banks were established specifically to take care of bank 
failures. For instance, the US Federal Reserve was established in 1913 primarily 
against the background of recurrent banking crises. It was felt that the 
establishment of a central bank would bring in greater governance and integrate 
the loosely connected banking structure in the country. It was also believed that 
the establishment of a central bank as a separate entity that does not conduct 
ordinary banking business (like the Imperial Bank of India) was likely to have the 
stature to be able to deftly handle the central banking functions without the other 
joint stock banks feeling any rivalry towards it '^'. Accordingly, the Reserve Bank 
of India Act 1934 was enacted paving the way for the setting up of the Reserve 
Bank of India. The issue of bank failures and the need for catering to the 
requirements of agriculture were the two prime reasons for the establishment of 
the Reserve Bank. The banking sector came under the purview of the Reserve 
Bank in 1935. At the time of setting up of the Reserve Bank, the joint stock banks 
constituted the largest share of the deposits held by the banking sector, followed 
by the Imperial Bank of India and exchange banks. 
The Reserve Bank of India Act, 1934 gave the Reserve Bank powers to 
regulate issue of bank notes, the custody of the commercial banks' cash 
reserves and the discretion of granting them accommodation. The preamble to 
the RBI Act set forth its functions as "to regulate the issue of bank notes and the 
keeping of reserves with a view to securing monetary stability in India and 
generally to operate the currency and credit system of the country to its 
advantage". 
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Table 2.6 
Number of Commercial Banking in India and Deposits with Them 
{Rs crore) 
End 
Dec. 
1926 
1929 
1932 
1935 
Imperial Bank 
Of India 
NO. 
1 
1 
1 
1 
Deposits 
80(37.4) 
79(37.3) 
75(33.6) 
79(32.3) 
Exchange 
Bank 
NO. 
18 
18 
18 
17 
Deposits 
72(33.3) 
67(31.4) 
73(32.5) 
76(31.1) 
Joint Stock 
Banks 
NO. 
76 
79 
67 
106 
Deposits 
63(29.4) 
66(31.2) 
76(33.9) 
90(36.7) 
Total -All Banks 
NO. 
95 
98 
106 
124 
Deposits 
215 
212 
225 
245 
Source: Statistical Tables Relating to Banks in India, Various issues 
Table 2.6 shows the deposit of commercial banking in India .Overall 
deposit of commercial banks increases from 1926 to 1935 as Rs 95 crore to Rs 
124 crore respectively. The setting up of a central bank for the country was 
recommended by various committees that went into the causes of bank 
failures^®.It is interesting to note that many central banks were established 
specifically to take care of bank failures. For instance, the US Federal Reserve 
was established in 1913 primarily against the background of recurrent banking 
crises. It was felt that the establishment of a central bank would bring in greater 
governance and integrate the loosely connected banking structure in the country. 
It was also believed that the establishment of a central bank as a separate entity 
that does not conduct ordinary banking business (like the Imperial Bank of India) 
was likely to have the stature to be able to deftly handle the central banking 
functions without the other joint stock banks feeling any rivalry towards it^ .^ 
Accordingly, the Reserve Bank of India Act 1934 was enacted paving the way for 
the setting up of the Reserve Bank of India. The issue of bank failures and the 
need for catering to the requirements of agriculture were the two prime reasons 
for the establishment of the Reserve Bank. The banking sector came under the 
purview of the Reserve Bank in 1935. At the time of setting up of the Reserve 
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Bank, the joint stock banks constituted the largest share of the deposits held by 
the banking sector, follovv'ed by the Innperial Bank of India and exchange banks. 
The Reserve Bank, as the lender-of-last-resort, had a crucial role in 
ensuring the liquidity of the short-term assets of commercial banks. The banking 
sector had adequate liquidity in the initial years because it had a facility of selling 
Government securities freely to the Reserve Bank^°. After the war, the aspect of 
inadequate regulation was addressed partially by the promulgation of the RBI 
Companies (Inspection) Ordinance, 1946. New powers were given to the 
Reserve Bank under the Banking Companies (Restriction of Branches) Act, 1946 
and the Banking Companies (Control) Ordinance, 1948. Most of the provisions in 
these enactments were subsequently embodied in the Banking Companies Act in 
1949. This Act gave the Reserve Bank very comprehensive powers of 
supervision and control over the entire banking system as detailed in the 
subsequent section^^ 
2.7 Impact of World War II on Banking In India 
The effects of the Second World War (1939 to 1944) on Indian banking 
were far-reaching. As India increasingly became a supply base for the Allied 
armies in the Middle East and South-East Asia, Government expenditure on 
defense and supplies to the Allies led to a rapid expansion of currency. As a 
result, the total money income of some sections of the community rose. This 
combined with a diversity of causes such as the difficulty in obtaining imports, the 
diversion of internal supplies to war needs, the control of the channels of 
investment and the distortion in the pattern of income distribution, among others, 
led to a rapid increase in the 'unspent margin' in the higher income groups, 
which, in turn, brought about a large pool of bank deposits. Such a situation 
encouraged the development of banking enterprises, apart from exchange 
banks, whose performance was driven mainly by external factors. 
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Table 2.7 
Number of Bank Branches: 1940-1945 
End 
Dec. 
1940 
1941 
1942 
1943 
1945 
Imperial 
Bank of 
India 
383 
393 
392 
299 
428 
Exchange 
Banks 
87 
84 
84 
84 
77 
Other 
Schedule 
d Banks 
844 
937 
971 
1395 
2451 
Total 
Schedule 
d Banks 
1314 
1414 
1447 
1676 
2956 
Class A 
Non 
Scheduled 
Banks ^  
105 
204 
263 
400 
811 
Class B 
and C Non 
Scheduled 
Banks^ 
545 
678 
869 
996 
1434 
Total 
(5+6+7) 
1954 
2296 
2579 
3274 
5201 
Note: 1- Banks with capital and reserve ofRs 5 lakh and over; 
2-: Banks with capital and reserve over Rs 1 lakh and up to Rs 5 lakh 
Source: Reserve Bank (History) Volume I 
Table 2.7 shows the effect of the Second World War (1939 to 1944) on 
Indian banking were far-reaching. As India increasingly became a supply base 
for the Allied armies in the Middle East and South-East Asia, Government 
expenditure on defence and supplies to the Allies led to a rapid expansion of 
currency. As a result, the total money income of some sections of the community 
rose. This combined with a diversity of causes such as the difficulty in obtaining 
imports, the diversion of internal supplies to war needs, the control of the 
channels of investment and the distortion in the pattern of income distribution, 
among others, led to a rapid increase in the 'unspent margin' in the higher 
income groups, which, in turn, brought about a large pool of bank deposits. Such 
a situation encouraged the development of banking enterprises, apart from 
exchange banks, whose performance was driven mainly by external factors. The 
number of branches increased sharply between 1940 and 1945 and most of this 
branch expansion was accounted for by scheduled commercial banks (other than 
Imperial Bank of India and exchange banks) and non-scheduled banks. The 
funds deposited by the public were often utilized to acquire control over non-
banking companies by the purchase of their shares at highly inflated prices^^. 
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Table 2.8 
Failure of banks -1936-1945 
Year (Jan-
Dec) 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
No. of Failed 
Bank 
88 
65 
73 
117 
107 
94 
50 
59 
28 
27 
Paid Up 
Capital of 
Failed Bank 
500 
1152 
3000 
2491 
2390 
1239 
1407 
749 
627 
474 
Average Paid 
Up Capital of 
Failed Bank 
6 
18 
41 
21 
22 
13 
28 
13 
22 
18 
Average Paid Up 
Capital of 
Reporting Bank^ 
684 
552 
514 
162 
188 
281 
327 
406 
468 
503 
a ; Data refer to 
Source: Source; 
the reporting banks in categories A,B,C and D only 
Statistical Tables Relating to Banks in India, RBI, Various Issue 
Table 2.8 reflects that several of the banks that expanded had very low 
capital. For Instance, one bank with a capital of less than Rs.2 lakh opened more 
than 75 branches. The banking system that prevailed, therefore, was freer than 
the 'free banking that prevailed in the US around the civil war'. This was because 
even under the free banking, there were some norms regarding entry level 
capital, and anyone meeting the minimum requirement of integrity and capital 
could receive a charter. In India, even these entry level requirements were not 
enforceable. The funds deposited by the public were often utilised to acquire 
control over non-banking companies by the purchase of their shares at highly 
inflated prices. Other conspicuous features of these small banks were the cross 
holding of shares between the banks and other companies in which the 
management was interested, large unsecured advances to persons connected 
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with the management, advances against speculative shares when prices were 
very high and advances against immovable property which could not be 
recovered easily in times of need. Between 1936 and 1945, many small banks 
failed. 
2.8. Banking in the Early Years of Independence -1947 To 1967 
When the country attained independence, Indian banking was entirely in 
the private sector. In addition to the Imperial Bank, there were five big banks, 
each holding public deposits aggregating Rs.lOO crore and more, wz., Central 
Bank of India Ltd., Punjab National Bank Ltd., Bank of India Ltd., Bank of Baroda 
Ltd. and United Commercial Bank Ltd. All other commercial banks were also in 
the private sector and had a regional character; most of them held deposits of 
less than Rs.50 crore. Interestingly, the Reserve Bank was also not completely 
State owned until it was nationalised in terms of the Reserve Bank of India 
(transfer to Public Ownership) Act, 1948. Independence made a large difference 
to many spheres of economic activity and banking was one of the most crucial 
areas where a phenomenal transformation took place. 
On the eve of independence, several difficulties plagued the banking 
system as noted by the then Governor CD. Deshmukh: 
"The difficulty of the task of the Reserve Bank of India In dealing with the banking 
system In the country does not lie in the multiplicity of banking units alone. It is 
aggravated by Its diversity and range. There can be no standard treatment In 
practice although In theory the same law governs all'^^. 
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Table 2.9 
Number and Deposits of Indian Banks -End-December 1947 
Category of Reporting Banks 
A 
B 
C 
D 
Scheduled banks 
Imperial bank 
Other banks(A1 banks 
Non scheduled banks 
Non scheduled banks 
Class A2 
Class B 
Class C 
Class D 
Co-operative Banks 
All Banks-total 
Number 
97 
1 
81 
15 
557 
65 
185 
119 
188 
395 
1034 
Deposits (Rs crore) 
1090 
287(22.8) 
623(49.4) 
180(14.3) 
89(7.1) 
52 
29 
5 
3 
82(6.5) 
1261 
Note: 1 Figures in parentheses are percentage sfiares in total 
2 Class A1 were the banks with capital and resen/e greater than Rs 5 Lakh and 
included in second scheduled to the RBI Act 1934 
2 Class A2 were Non- Scheduled the banks with capital and resen/e greater 
than Rs 5 Lakh 
4 Class B were Non- Scheduled the banks with capital and resen/e greater than 
Rs 1 Lakh but lower than 5 lakh 
5 Class C were Non- Scheduled the banks with capital and resen/e greater than 
Rs 50,000 but lower than 1 lakh 
6 Class D was Non- Scheduled the banks with capital and resen/e less than Rs 
bO,000. 
Sources: RBI (1947), Annual Publication, Statistical Tables relating to Banks in India. 
Table 2.9 shows that at the time of independence, the banking structure 
was dominated by the domestic scheduled commercial banks. Non-scheduled 
banks, though large in number, constituted a small share of the banking sector. 
In this period banking law came into picture known as Banking Regulation 
Act 1949. 
2.9 Banking Regulations 
Bank regulations are a form of government regulation which subject banks 
to certain requirements, restrictions, policies, procedures, standards, disclosures 
and guidelines. This regulatory structure creates transparency between banking 
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institutions and the individuals & corporations with whom they conduct business. 
Legislative safeguards and control of the banking business are necessary in 
national interest. Till Independence, however, the banks in India were functioning 
without any effective legislative controls by a central bank. In fact, till 1935, there 
was no central bank in the country. There were no comprehensive banking laws, 
except the Bank Charter Act, 1876 which regulated three Presidency Banks, and 
the Indian Companies Act, 1913, which provided some safeguards against bank 
failures. Even the Reserve Bank of India Act, 1934 did not contain much, except 
empowering the Reserve Bank to include or exclude a bank from the list of 
scheduled banks. The Indian Companies (Amendment) Act was, however, 
passed by the Government in 1936, to incorporate major recommendations of 
the Central Banking Enquiry Committee. The Act was further amended in 1942. 
In 1946, however, the Banking Companies Act was passed containing some 
provisions to regulate banking companies in the country. Still, there was an 
urgent need for a comprehensive banking legislation rightly felt by the national 
government. Consequently, the Banking Regulation Act, 1949 was passed by the 
Government of India. To regulate the banking business, the Act vested enormous 
powers of supervision and control in the hands of the Reserve Bank of India. 
2.9.1 Banking Regulation Act 1949 
The banking companies Act, presently known as Banking Regulation Act 
was enacted owing to safeguard the interest of the depositors, to control abuse 
of powers by some bank personnel controlling the banks in particular and to the 
interest of Indian economy in general. However, it should be remembered that 
this Act does not supersede the provision of Companies Act or any other law for 
the time being in force in respect of banking business. Section 11(1) of 
companies act 1956 which lays down that no Companies, Association or Partner 
with more than 10 persons for the purpose of banking business unless it is 
registered as a company. Hence, the Act deals with the banking companies and 
corporation mainly as a regulatory one and does not purport to codify the law of 
banking. 
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Due to some historic event took place in Indian banking system. The 
social control act 1968 under the Leadership of then deputy Prime Minister, Mr. 
Moraji Desai Amendended the Banking Regulation Act .The following were main 
provision of this amending act. 
• Bigger banks have to be managed by whole time chairman possessing 
special knowledge and practical experience of the working of a banking 
company or of finance, economics or business administration. 
• The majority of the directors had to be persons with special knowledge or 
practical experience in any of the areas such as accountancy, agriculture 
and rural economy, banking, co-operative, economics finance law, small 
scale industries. 
• At least two directors had to possess special knowledge and practical 
experience in respect of agriculture, rural economy, and co-operation. 
• The banks were also prohibited from making any loans or advances, 
secured, or unsecured to their directors or to any companies in which they 
have sustainable interest. 
But, considering the social control measures as inadequate one, the 
Government Of India took another historic decisions of nationalization of 14 
Indian Banks through an ordinance under the leadership of then Prime Minister 
Mrs. Indira Gandhi and, accordingly, with the effect from 19 July, 1969 those 14 
banks were taken over by the Government Of India under Banking Companies 
(Acquisition and Transfer of Undertaking) Act of 1969. again in 1980 another six 
banks were taken over 14 March 1980 under Banking Companies (Acquisition 
and Transfer of Undertaking) 1980 .No foreign banks were nationalized. 
On the other hand , well before these nationalization State Bank Of India 
Act 1955 was enacted to convert imperial bank of India to SBI in 1959 ". State 
bank of India (subsidiary ) act was passed and eight Indian banks were made 
subsidiaries to State bank of India. As a result in Indian banking system, the 
number of public sector banks figured to 29 (20 nationalized and 9 banks 
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comprising SB! and 8 subsidiaries). However, at present number of public sector 
banks is 27 after merging of nationalized bank "New Bank Of India" with "Punjab 
National Bank" in 1993 and amalgamation of two subsidiaries of SBI viz. State 
bank of Bikaner and State Bank of Jaipur into one as "State Bank of Bikaner and 
Jaipur" besides these in Indian banking system there indigenous old private 
bank, new generation private banks and foreign banks. Moreover, regional rural 
banks, co-operative banks, land development banks are in existence besides a 
few industrial or development banks. 
2.9.2 Different provisions of banking regulation act 1949 
The Banking Regulation Act 1949 has ten parts, each dealing with a 
specific topic. The following is the at glance picture of the same. 
Table 2.10 
Different provisions of Banking Regulation Act 1949 
Serial 
No 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10. 
Part 
1 
II 
IIA 
MB 
lie 
III 
IIIA 
NIB 
Topic 
Preliminary 
Business of banking companies 
Control over management 
Prohibition of certain activities in relation to banking 
companies 
Acquisition of the undertaking of banking companies in 
certain cases 
Suspension of business and winding up of banking 
companies 
Special provisions for speedy disposal of winding up 
proceedings 
Provision relating to certain operation of banking 
companies 
Miscellaneous 
Application of the act to cooperative banks 
Sections 
Covered 
1 to5A 
6 to 36A 
36AA to 36AC 
36 AD 
36AE to 36 AJ 
36B to 45 
45A to 45X 
45Y TO 45 ZF 
46 TO 55A 
56 
Source: Banking Regulation Act 1949, Published, GOI, 2001 
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The banking regulation act 1949 as it stands now provides for the following 
controis:-
1. iVlinimum paid up capital; 
2. Classification of companies into banking and non banking companies; 
3. Licensing of banking companies; 
4. Restriction of branch banking; 
5. Maintenance of cash reserve; 
6. Maintenance of assets in India; 
7. Minimum liquid assets ratio; 
8. Prohibition of common directors; 
9. Restriction of payment of dividend and transfer of certain percentage of 
profit to the reserve fund; 
10. Restriction on nature of subsidiaries company; 
11. Accounts and balance sheet; 
12. Inspection of banking companies; 
13. Suspension of business and winding up; 
14. Schemes for arrangement of banking company; 
15. Compulsory amalgamation of banking companies; 
2.9.3 Applicability of the banking regulation act 1949 
This act applies to following categories of banks:-
1. Nationalized banks 
2. Non nationalized banks 
3. Cooperative banks 
2.9.4 Business of banking companies 
Section 6:- it provides a list of activities which a banking companies may 
engage in: 
Main function:-
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The 
a) Agent for any governnnent or local authority or persons but not as a 
managing agent or secretary and treasurer of a company 
b) May effect, insurance / guarantee/underwrite, participate In 
managing or carrying out of any Issue of loans or any other 
securities made by state, local body, company, corporation, 
association and may also lent for the purpose; 
c) May carry on or transact every kind of guarantee or Indemnity 
business; 
d) May manage sell and realize any property which may come Its 
possession In satisfaction of Its claim ; 
e) May acquire , hold and deal with any property or any right title or 
entrust therein which forms the security for any loans or advances 
sectioned ; 
f) May undertake and execute trust; 
g) May undertake the administration of estates; 
h) May establish and support or aid in the establishment of 
association , institution, fund, trust and conveniences for the benefit 
of Its present or past employee and their dependence and may 
grant or guarantee money for charitable purpose; 
I) May acquire, conduct, maintain and alter any building or works 
necessary for Its purpose; 
j) May sell. Improve manage, develop, exchange, lease, mortgage 
dispose off or otherwise deal with any of its properties and rights ; 
k) May take over and undertake the whole or any part of the business 
is of a nature described above; 
1) May do all such other things as are incidental or conductive to the 
promotion or advancement of Its business; 
m) May engage In any other form of business which the Central 
Government, Specifies to be lawful. 
66 
Chapter 2 Conceptual and Regulatory Framework of Indian Banking Industry 
The above list of activities is exhaustive but not comprehensive of the 
several kinds of services listed above but under main business as well as 
ancillary business, some are agency function and some are general utility 
services 
2.9.4.1 Agency services 
Carrying on and transacting guarantee or indemnity business on behalf of its 
clients, collection of bills, pro-notes, hundies, cheques, securities etc, issuing on 
commission and underwriting of stocks, shares, funds etc, purchasing and selling 
of shares, G.P.Notes and underwriting of stocks ,shares ,funds etc, on behalf of 
constituents, negotiating of loans and advances, remittance of money by draft, 
mail transfer, telegraphic fund transfer (EFT)etc, granting and issuing letter of 
credit / letter of guarantee, buying and selling of foreign exchange including 
foreign bank notes under foreign business .acting as an agent for any 
Government, local authority, etc. Contracting for private and public notes, 
undertaking or executing trusts, undertaking the administration of estates as 
executors, trustee or otherwise. The above mentioned agency services can be 
grouped as under banking regulation act 1949:-
1. Non -fund Business (issuing lettei of credit / letter of guarantee) 
2. Collection of instruments and securities on behalf of customers 
3. Portfolio management or merchant banking (acting as issue manager , 
underwriting of any issue etc 
4. Facilities of remittance of funds 
5. Money exchange business as authorized dealer under foreign exchange 
business. 
6. Other agency business on behalf of Government./local body etc 
7. Factoring services (Indigenous receivable administration on behalf of 
clients) 
8. Forfeiting services (export receivables administration on behalf of clients) 
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9. Special Purpose Vehicles (SPV) services for securitization of assets under 
securitization and reconstruction of Financial Assets and enforcement of 
Security Interest Act 
10. Collection of taxes on behalf of the people 
11. Collection different dues /cess /duty of the people say, telephone / 
electricity, municipal taxes etc. 
2.9.4.2 General utility services 
1. Providing safe custody facilility to its customers for keeping their valuables 
2. Providing the facility of safe deposit vault (locker) under lease agreement 
to its customers for keeping their valuables 
3. A many of technology based general utility services like tele- banking, 
phone banking , online banking, home banking single window banking, 
demat services for securities trading ,ATM services, credit card services 
etc 
4. Consultancy services 
5. ECS services for payment of different dues of the the people 
6. Payment of pension 
7. Payment of salaries of employee of school etc 
8. Payment of salaries etc 
9. Many others 
{Note :- Some of the activities mentioned both under agency servicers and 
general utility services are of new generation activities particularly after reforms 
measures in financial sector and growing adoption of technology based banking} 
2.9.5 Reserve Fund (Section 17) 
Every banking companies incorporated in India must create a reserve fund 
and transfer a sum equal to not less than 20 % of its net profits. However, 
Central Government is empowered to exempt from this requirement on the 
recommendation of the RBI. Such exemption will be allowed only:-
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• When the amount in the Reserve Fund and the Share Premium account are 
equal to the paid up capital of the banking company. 
• When the Central Government feel that it's paid up capital and reserve are 
adequate to safe guard the interest of the depositors. 
If a banking company appropriate any sum from reserve fund or the share 
premium account, it must be reported to RBI within 21 days explaining the 
circumstances leading to such appropriation. 
For controlling and efficient working of Indian banks some other provisions 
have to follow under supervision of RBI such as. 
2.9.6 Restriction on loans and advances (section20) 
Where any Loan and Advances granted by a banking company is such 
that a commitment for granting it could not have been made on the date on which 
the loan or advances was made , or is granted by a Banking Company after the 
commencement of sections of the Banking Laws (Amendment) Act 1968. 
RBI is empowered to issue directives to a banking company to determine 
the policy in relation to loans and advances under section 21A for Rate of interest 
charged by bank. 
Table 2.11 
Showing the Policy of RBI under Different Sections 
Section 
29 
31 
32 
35-36 
Details 
Accounts and Balance Sheet 
Submission of Balance Sheet and profit and loss account 
Sending of auditor's report 
Power of RBI to inspect banks 
Sources: Banking Regulation Act 1949, Publishied, GOI 
2.9.7 Some Important Recent Changes 
• Foreign direct investment in private sector banks will be 74% "^^  
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• In terms of section 17(1)and 11(1)(b)(ii ) transfer of balance of profit to 
reserve fund which was earlier 20 per cent but w.e.f, 31-03-2001 advised to 
25 per cent for all scheduled commercial banks including foreign banks 
operating in India 
• Any appreciation from reserve fund or the share premium account has to be 
reported within 21 days along with explanation 
• Cabinet gave its export facto approval for modifying the banking companies 
Bill 2005 to allow the RBI to recommend a person other than an officer of 
RBI for appointment as a director in the board of PSB. 
2.10. Amalgamation of banks during period -1954-1966: 
During the years 1954 and 1966, either several banks were amalgamated 
or they otherwise ceased to function or their liabilities and assets transferred to 
other banks. During the six year period before the Reserve Bank was formally 
given the powers in 1960 to amalgamate banks, a total number of 83 banks were 
amalgamated. 
Table 2.12(a) 
Commercial Banks Amalgamated-1354-1966 
Banks Compulsory Amalgamated under Section 45 and BR Act 1949 
(Rs Lakh) 
Year(January to 
December) 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1961 
1963 
1964 
1965 
1966 
Banks Compulsory Amalgamated under Section 45 and BR Act 
1949 
No. of Banks 
-
-
-
-
-
-
-
30 
1 
1 
9 
4 
-
Paid up Capital 
-
-
-
-
-
-
-
196 
1 
1 
36 
13 
-
Deposit 
-
-
-
-
-
-
-
1722 
6 
7 
436 
54 
-
Source; Statistical Tables Relating to Banks in India, RBI, 1962 and 1966 
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Table 2.12(b) 
Commercial Banks Amalgamated-1954-1966 
Banks Voluntary Amalgamated under Section 45 and BR Act 1949 
Year(January to 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1961 
1963 
1964 
1965 
1966 
(Rs Lakh) 
Banks Voluntary Amalgamated under Section 45 and BR Act 
No. of Banks 
-
-
-
1 
4 
4 
2 
-
3 
2 
7 
5 
-
Paid up Capital 
-
-
-
5 
56 
4 
1 
-
20 
3 
23 
3 
-
Deposit 
-
-
-
115 
523 
33 
-3 
122 
16 
147 
39 
-
Source; Statistical Tables Relating to Banks in India, RBI, 1962 and 1966 
Table 2.12(c) 
Commercial Banks Amalgamated-1954-1966 
(Amount in Rs Lakh) 
Year(January to 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1961 
1963 
1964 
1965 
1966 
Banks otherwise Ceased to Function/ transferred their 
No. of Banks 
17 
11 
6 
10 
10 
20 
15 
9 
22 
15 
63 
24 
7 
Paid up Capital | Deposit 
25 
23 
11 
19 
15 
26 
34 
17 
55 
34 
55 
59 
19 
88 
20 
47 
23 
63 
110 
40 
142 
134 
781 
569 
501 
453 
Source; Statistical Tables Relating to Banks in India, RBI, 1962 and 1966 
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Table 2.12(a), 2.12(b) and 2.12(c) shows that in between 1954 and 1966, 
either several banks were amalgamated or they otherwise ceased to function or 
their liabilities and assets transferred to other banks. During the six-year period 
before the Reserve Bank was formally given the powers in 1960 to amalgamate 
banks, a total number of 83 banks were amalgamated. However, between the 
period from 1960 to 1966, as many as 217 banks were amalgamated under 
different provisions such as under Section 45 of the BR Act 1949 (compulsory 
amalgamation) and Section 44 A of BR Act 1949 (voluntary amalgamation). 
Liabilities and assets of those banks which otherwise ceased to function were 
transferred to other banks. In the year 1960 alone, as many as 30 banks were 
amalgamated. However, as a conscious policy, the smaller but well-functioning 
banks were not consolidated. The transferring the assets and liabilities to other 
banks proved to be a popular exit route. In 1964 alone, as many as 63 banks 
went out of business Hence, as a conscious policy, the smaller but well-
functioning banks were not consolidated. The transferring the assets and 
liabilities to other banks proved to be a popular exit route tried to amalgamate the 
unviable units. A number of banks that did not comply with the requisite norms 
were also delicensed. 
2.11. Overview of Indian Banking Industry-Pre Banking Reforms 
Pre-reform period is considered from 1969 to 1991 and post reform from 
1992 onwards . Time bring many faces to a banking sector since 1969. 
Table 2.13 
Position of Commercial Bank as on 1951 
S.No. 
1 
2 
3 
4 
Indicator 
Number of Commercial Bank (including RRBs) 
a) Scheduled Bank 
b) Non Scheduled Bank 
Number of offices 
Total deposits of scheduled banks (Rs.crore) 
Total credit of scheduled banks( Rs.crore) 
1951 
566 
92 
474 
4151 
908 
547 
1969 
89 
73 
16 
8262 
4646 
3599 
Source: RBI (1998) - Banking Statistics, 1972-95 
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Table 2.13 shows the overview picture of Indian banking industry before 
1969. 
After independence, Government of India and RBI had made concerned 
effects to develop and promote a strong banking and financial sector in the 
country. Various policies were made at that time. The policy specially since 1969 
up to 1991 had been relatively on achieving equity in regional distribution of 
banking facilities in general and institutional credit in particular areas compared 
to the sustained growth and stability of the financial system such as viability and 
soundness of the institutions These policies resulted in a repressed banking and 
financial system. Repressed assumed the form of high and administered interest 
rate structure with a large built in cross subsidized, high levels of pre emption 
through primary and secondary resources requirements in the form of CRR and 
SLR. On the eve of the reform in 1991, CRR and SLR together pre-empted as 
much as 63.5% of the banker' deployable resources. This high level of CRR and 
SLR has also tended to 'crowed out' the non government sector access to bank 
fund, thus depriving more productive activities of resources from the banking 
system. Retail lending to riskier areas of business with 'free' portion of banks 
resources engendered 'adverse selection' of the borrower. With the limited 
prospects of recovery. This raised costs and affected the quality of bank assets. 
Political and administrative interference and inflexible management structure. 
Severely constrained the operational autonomy of banks^ .^ As a result these 
entire policies shows decline in efficiency and productivity in banking industry 
and in consequences a serious erosion of profitability, even to the extent of 
raising doubts about the viability of some important constituent of the system 
thus the period up to early 1990s 
As Indian banking industry is the backbone of the Indian economy, has 
always played a prominent role in the prevention of economic large scale 
disaster from reaching terrible volume in the country. This sector is tremendously 
competitive and recorded as growing in the right trend^^. 
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Table 2.14 
Indian Banking at Glance for the years 1990-1991 
Indicators 
Number of Commercial Banks 
(a)Scheduled Commercial Banks 
of which : Regional Rural Banks 
(b)Non-Scheduled Commercial Banks 
Number of Bank Offices in India 
(a) Rural 
(b)Semi-Urban 
(c)Urban 
(d)Metropolitan 
Population per office(in thousands ) 
Aggregate deposits of Scheduled 
Commercial Banks in India(Rs.crore) 
(a) Demand deposits 
(b)Time deposits 
Credit of Scheduled Commercial 
Banks in India (Rs.crore) 
Investments of Scheduled Commercial 
Banks in India (Rs.crore) 
Deposits of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Credit of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Per capita Deposits of Scheduled 
Banks per office (Rs.Lakh) 
Commercial Banks (Rs.Lakh) 
Per capita Credit of scheduled 
Commercial Banks (Rs lakh) 
Deposits of Scheduled Commercial 
Banks as percentage to National Income 
(at current Prices) 
Scheduled Commercial Banks' 
Advances to Priority Sectors (Rs.core) 
Share of Priority Sector Advances in 
Total Non Food credit of scheduled 
Commercial Banks (per cent) 
Credit -Deposit Ratio (per cent) 
Investment-Deposit Ratio (per cent) 
Cash-Deposit Ratio (per cent) 
June 
1990 
274 
270 
196 
4 
34791 
11324 
8042 
5595 
14 
173515 
33437 
140078 
105450 
64584 
290 
176 
2098 
1275 
48.6 
40.7 
41,5 
60.8 
37.2 
16.3 
June 
1991 
276 
272 
196 
4 
35206 
11344 
8046 
5624 
14 
201198 
38300 
162898 
121865 
75817 
334 
202 
2368 
1434 
48.1 
37.7 
39.2 
60.6 
37.7 
17.6 
Source; Various Statistical table RBI. "Banking Statistics at Glance", 1990-91 
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Table 2.14 indicates the overall progress of commercial banks 1990-1991. 
The share of priority sector in total non-food credit of SCBs increased from 15 
per cent in 1969 to 39.2 percent in March 1991. The table ( 2.14) shows that 
between June 1969 to March 1991,the total number of bank branches increased 
from 8262 to 60570 resulting in the decrease of population per offices from about 
64000 in 1969 to 14000 in 1991. Of the total increase of over 51000 offices 
during 1969-1991, about 80 per cent were set up in rural and semi urban areas 
leading to vast geographical expansion and regional dispersal of branch 
expansion which leads to about 43 times increase in the deposit mobilization of 
SCBs from Rs 4646 Crore in June 1969 to Rs 201199 crore in March 1991, 
resulting in per capita deposit increasing from Rs 88 lakh to Rs 2368 lakh over 
the same period. As a consequences per capita bank credit also increased from 
Rs 68 Crore in 1969 to 1434 in 1991 .The total bank deposit as percentage of 
national income also increased from 15.per cent in 1969 to 48.1 per cent in 
March 1991.The share of priority sector in total non food credit of SCBs 
increased from 15 per cent in 1969 to 39.2 per cent in March 1991 .Thus Banking 
system has required a wide reaching terms of expansion of branches and growth 
of deposit and credit during 1969-1991. The another aspect of showing the 
impact of banks in Indian economy as share of banks among different sector 
through expanding branches of banks all over India which required no statutory 
requirement. Thus, there was urgent need for improving efficiency, productivity, 
and profitability of the banking and financial sector so as to enhance their 
competitiveness and to make the system viable and efficient to meet the growing 
challenges of globalization. Every sector of economy have link with financial 
intermediaries as a saver and investor. Commercial Bank render a yeomen 
service to the development of economy. 
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Table 2.15 
Portfolio of Household Sector (1971-1972 to 1990-91) 
Item 
1. Household Sector 
LL Financial Saving of which 
(a) 
Bank deposit 
Claims on govt. 
Currency 
Shares & Debenture. 
Life Insurance Fund 
II. Private Corporation 
sector 
III. Public Sector 
IV. Gross Domestic Saving 
1970-71 to 
1974-75 
12 
4 
42.9 
2.4 
15.2 
1.1 
10.2 
1.7 
3 
16.6 
1980-81 to 
1984-85 
14.1 
6.7 
41.9 
10.5 
12.3 
3.4 
7.3 
1.6 
3.7 
19.4 
1990-91 
19.3 
8.7 
31.8 
13.9 
10.6 
8.4 
9.5 
2.7 
1.1 
23.1 
a: As percentage of financial saving 
Source: Central Statistical organization and RBI. 
Table 2.15 depict that in the period 1970-71 household sector shows 12 
per cent which increases to 19.3 per cent in the year 1990-91, whereas financial 
saving is 4 per cent which goes to 8.7 percent in the year 1990-91 from 1970-71. 
Here private corporation sector gives its share 1.7 per cent n 1970-71 and 3.7 
per cent in 1990-91,while public sector contributes 3 per cent in 1970-71 which 
goes down to 1.1 per cent in 1990-91. 
Bank plays a pivotal role in economic development such as in alleviating 
poverty creating employment and generating fresh resources. The emergence of 
'lead Bank Scheme' and 'Service Area Approach' has contributed in no small 
measure to shape the banks as development agents. The Banking sector 
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contributed largely to the national building process not only in financing the 
priority sector weaker sections but also by inducing higher monetization of the 
economy. In June 1969 the share of priority sector in total bank credit was mere 
14 per cent (504 Rs.). By 1991 the share had gone up to 41%. As net bank credit 
advances to agriculture crossed 18 per cent. Together with there has been large 
amount of improvement in the Financial Ratio (Ratio of financial claims to the 
national income) as also the Financial Intermediation Ratio' (Ratio ofjinancial 
assets to physical assets). These Ratio typically indicate the extent of 
monetization of the economy as also level of sophistication of the financial 
system. The financial ratio which was less than 0.05 during 1951-55 reached 
0.14 around the time of banks nationalization crossed 0.45 by the end of 1980's 
the financial intermediation ratio increased from a low 0.08 per cent in 1951-52 
to about 1.18 in the years immediately after nationalization and touched 2.5 per 
cent by the end of eighties.^'' 
The above ratio indicates that the growth in the financial system was 
higher than the growth in GDP. This is because of higher improvement in 
financial infrastructure and also because of variety of instruments. 
Second phases started with the year of banking reform i.e. 1991-92 onwards, 
which shows as the overview of banks 1991 onwards. 
2.12 Overview of Indian Banking Industry 1991 onwards 
The banking sector in this phrase involved to a significant extent in response to 
financial structure reforms encompassing trade, industry, investment and 
external sectors.In 1991 Government of India undertook economic reform in the 
other sector ushering in era of deregulation, liberalization, privatization, and 
globalization. .Along with other sector reform government also initiated reforms in 
the financial sector of the economy. The road map of financial sector reform 
(FSR) was prepared by committees under chairmanship of Sri M.Narasimham, 
the Committee on Financial System (CFS) and the Committee on the Banking 
Sector Reforms (CBSR) popularly known as Narasimham Committee I and II. 
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Narasimham Committee I pointed out that objectives of FSR should be not only 
corrects the present financial weakness but seek to eliminate causes which have 
brought about this situation. Narasimham Committee II was entrusted with the 
task of evaluating the extent of implementation of reforms recommended by 
Narasimham Committee I and mandated to chart the course of future reform 
required to further strengthen the banking in India and to bring the efficiencies of 
the system up to international standards. As the financial sector reform in India 
began as early as 1985 itself with the implementation of the recommendation of 
Chatravati committee report^ ^ But the real momentum was given to it in 1992 with 
the implementation of recommendation of the committee on Financial System^^ 
Almost all of the recommendation of the Committee on Financial System (CFS) 
have been implemented in a phased manner. This committee reform consists 
of:(a) A shift of banking sector supervision from intrusive micro level intervention 
over credit decision towards prudential regulation and supervision; (b) A 
reduction of the CRR, & SLR;(c) Interest rate and entry deregulation and 
adoption of prudential norms.^ ° 
At its initial stage in 1992, financial reform mainly focused on increasing the role 
of private banks, giving path for foreign banks to build competition, enhancing the 
competitiveness through addressing issue relating to non performing assets 
(NPA) and capital adequacy etc. Moreover, with the intention of further improving 
the operational condition and converging with international standard, Indian 
banking system started the concept of Basel capital standard in 1992^^  
Commercial banks in India are expected to start implementing Basel II norms 
with effect from March 31, 2007. They are expected to adopt the standardized 
approach for credit risk and the basic indicator approach for operational risk 
initially. After adequate skills are developed, both at the banks and at the 
supervisory levels, some banks may be allowed to migrate to the Internal Rating 
Based (IRB) approach'^ ^ In the Same way improvement of operational efficiency, 
quality of customer service integration of information of technology etc to improve 
bank profitability and soundness have been the key forms in the later stages 
commencing in 1998^ .^ 
78 
Chapter 2 Conceptual and Regulatory Framework of Indian Banking Industry 
Table 2.16(a) 
Indian Banking at Glance from the year 1991 onwards (1991-95) 
Indicators 
Number of Commercial Banks 
(a) Scheduled Commercial Banks 
of which : Regional Rural Banks 
(b) Non-Scheduled Commercial Banks 
Number of Bank Offices in India 
(a) Rural 
(b) Semi-Urban 
(c) Urban 
(d) Metropolitan 
Population per office(in thousands ) 
Aggregate deposits of Scheduled Commercial Banks in 
lndia(Rs,crore) 
(a) Demand deposits 
(b)Time deposits 
Credit of Scheduled Commercial 
Banks in India (Rs.crore) 
Investments of Scheduled Commercial 
Banks in India (Rs.crore) 
Deposits of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Credit of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Per capita Deposits of Scheduled 
Banks per office (Rs.Lakh) 
Per capita Credits of Scheduled 
Commercial Banks (Rs.Lakh) 
Deposits of Scheduled Banks as a percentage to National 
Income (at current prices ) 
Scheduled Commercial Banks' Advances to Priority 
Sectors (Rs.core) 
Share of Priority Sector Advances in total credit of 
scheduled commercial Banks (per cent) 
Credit -Deposit Ratio (per cent) 
Investment-Deposit Ratio (per cent) 
Cash-Deposit Ratio (per cent) 
March 
1992 
276 
272 
196 
4 
60570 
35269 
11356 
8279 
5666 
14 
237565 
48893 
188672 
131520 
90334 
392 
217 
2738 
1516 
49.5 
47318 
37.1 
55.4 
38.0 
18.2 
March 
1994 
276 
272 
196 
4 
63755 
33126 
13374 
9533 
7722 
15 
323632 
60700 
262932 
166844 
133314 
508 
262 
3596 
1854 
47.2 
59097 
36.5 
51.6 
41.2 
17.2 
March 
1995 
284 
281 
196 
3 
64234 
33021 
13581 
9717 
7915 
15 
386859 
76903 
309956 
211560 
149254 
602 
329 
4242 
2340 
48.2 
69209 
33.7 
54.7 
38.6 
16.3 
Sources: RBI 'Statistics relating to Commercial Banks at a Glance" 1992-1995 
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Table 2.16(b) 
Indian Banking at Glance from the year 1991 onwards(1996-98) 
indicators 
Number of Commercial Banks 
(a)Scheduled Commercial Banks 
of which ; Regional Rural Banks 
(b)Non-Scheduled Commercial Banks 
Number of Bank Offices in India 
(a) Rural 
(b)Semi-Urban 
(c)Urban 
(d)Metropolitan 
Population per office (in thousands ) 
Aggregate deposits of Scheduled Commercial Banks in 
India(Rs.crore) 
(a) Demand deposits 
(b)Time deposits 
Credit of Scheduled Commercial 
Banks in India (Rs.crore) 
Investments of Scheduled Commercial 
Banks in India (Rs.crore) 
Deposits of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Credit of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Per capita Deposits of Scheduled 
Banks per office (Rs.Lakh) 
Per capita Credits of Scheduled 
Commercial Banks (Rs.Lakh) 
Deposits of Scheduled Banks as a percentage to 
National income (at current prices ) 
Scheduled Commercial Banks' Advances to Priority 
Sectors (Rs.core) 
Share of Priority Sector Advances in total credit of 
scheduled commercial Banks (per cent) 
Credit -Deposit Ratio (per cent) 
Investment-Deposit Ratio (per cent) 
Cash-Deposit Ratio (per cent) 
iVIarch 
1996 
293 
291 
196 
2 
64937 
32982 
13832 
9964 
8159 
15 
433819 
80614 
353205 
254015 
164782 
668 
391 
4644 
2719 
46.3 
80831 
32.8 
58.6. 
38.0 
12.4 
IVIarcii 
1997 
299 
297 
196 
2 
65562 
32939 
14024 
10209 
8390 
14 
505599 
90610 
414989 
278401 
190514 
771 
425 
5323 
2931 
46.4 
93807 
34.8 
55.1 
37.7 
10.5 
IVIarcii 
1998 
300 
299 
196 
1 
66408 
32864 
14266 
10593 
8685 
14 
605410 
102513 
502897 
324079 
218705 
912 
488 
6270 
3356 
49.6 
108905 
34.6 
53.5 
36.1 
10.1 
Sources: RBI 'Statistics relating to Commercial Banks at a Glance" 1996-1998 
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Table 2.16(c) 
Indian Banking at Glance from 1891 onwards (1999-2001) 
Indicators 
Number of Commercial Banks 
(a)Scheduled Commercial Banks 
of which : Regional Rural Banks 
(b)Non-Scheduled Commercial Banks 
Number of Bank Offices in India 
(a) Rural 
(b)Semi-Urban 
(c)Urban 
(d)Metropolitan 
Population per office(in thousands ) 
Aggregate deposits of Scheduled 
Commercial Banks in India(Rs.crore) 
(a) Demand deposits 
(b)Time deposits 
Credit of Scheduled Commercial 
Banks in India (Rs.crore) 
Investments of Scheduled Commercial 
Banks in India (Rs.crore) 
Deposits of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Credit of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Per capita Deposits of Scheduled 
Banks per office (Rs.Lakh) 
Per capita Credits of Scheduled 
Commercial Banks (Rs.Lakh) 
Deposits of Scheduled Banks as a percentage to 
National Income (at current prices ) 
Scheduled Commercial Banks' 
Advances to Priority Sectors (Rs.core) 
Share of Priority Sector Advances in total credit of 
scheduled commercial Banks (per cent) 
Credit -Deposit Ratio (per cent) 
Investment-Deposit Ratio (per cent) 
Cash-Deposit Ratio (per cent) 
March 
1999 
301 
301 
196 
4 
67157 
32859 
14462 
10841 
8995 
14 
722203 
117423 
604780 
368837 
254594 
1075 
549 
7359 
3759 
50.3 
126309 
35.3 
51.1 
35.3 
9.4 
March 
2000 
297 
297 
196 
4 
67532 
32691 
14666 
10994 
9181 
15 
851593 
145283 
706310 
454069 
311697 
1261 
672 
8542 
4555 
53.5 
155779 
35.4 
53.3 
36.6 
9.8 
March 
2001 
296 
296 
196 
3 
67821 
32654 
14754 
11113 
9300 
15 
989141 
159407 
829734 i 
529271 
367184 
1458 
780 
9970 
5228 
55.7 
— 
~ 
53.5 
37.1 
8.4 
Sources: RBI 'Statistics relating to Commercial Banks at a Glance" 1999-2001 
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Table 2.16(d) 
Indian Banking at Glance from 1991onwards (2003-2005) 
Indicators 
Number of Commercial Banks 
(a)Scheduled Commercial Banks 
of which : Regional Rural Banks 
(b)Non-Scheduled Commercial Banks 
Number of Bank Offices in India 
(a) Rural 
(b)Semi-Urban 
(c)Urban 
(d)Metropolitan 
Population per office(in thousands ) 
Aggregate deposits of Scheduled 
Commercial Banks in India(Rs.crore) 
(a) Demand deposits 
(b)Time deposits 
Credit of Scheduled Commercial 
Banks in India (Rs.crore) 
Investments of Scheduled Commercial 
Banks in India (Rs.crore) 
Deposits of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Credit of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Per capita Deposits of Scheduled 
Banks per office (Rs.Lakh) 
Per capita Credits of Scheduled 
Commercial Banks (Rs.Lakh) 
Deposits of Scheduled Commercial 
Banks as percentage to National Income 
Scheduled Commercial Banks' 
Advances to Priority Sectors (Rs.core) 
Share of Priority Sector Advances in total credit of 
scheduled commercial Banks (per cent) 
Credit -Deposit Ratio (per cent) 
Investment-Deposit Ratio (per cent) 
Cash-Deposit Ratio (per cent) 
March 
2003 
293 
288 
196 
5 
68500 
32283 
15135 
11566 
9516 
16 
1311761 
187837 
1123924 
746432 
547546 
1925 
1143 
12253 
7275 
58.8 
218251 
29.5 
56.9 
41.3 
6.3 
March 
2004 
291 
286 
196 
5 
69170 
32227 
15288 
11805 
9750 
16 
1504416 
225022 
1279394 
840785 
677588 
2265 
1330 
14089 
8273 
59.4 
276621 
32 
55.9 
45 
7.2 
March 
2005 
288 
284 
196 
4 
70373 
30790 
15325 
12419 
11839 
16 
1700198 
248028 
1452171 
1100428 
739154 
2574 
1700 
16281 
10752 
60 
370603 
32.7 
62.6 
47.3 
6.4 
Sources: RBI 'Statistics relating to Commercial Banks at a Glance" 2003-2005 
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Table 2.16(e) 
Indian Banking at Glance from 1991 onwards (2006-2008) 
indicators 
Number of Commercial Banks 
(a)Scheduled Commercial Banks 
of which : Regional Rural Banks 
(b)Non-Scheduled Commercial Banks 
Number of Bank Offices in India 
(a) Rural 
(b)Semi-Urban 
(c) Urban 
(d)Metropolitan 
Population per office(in thousands ) 
Aggregate deposits of Scheduled 
Commercial Banks in india(Rs.crore) 
(a) Demand deposits 
(b)Time deposits 
Credit of Scheduled Commercial 
Banks in India (Rs.crore) 
Investments of Scheduled Commercial 
Banks in India (Rs.crore) 
Deposits of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Credit of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Per capita Deposits of Scheduled 
Banks per office (Rs.Lakh) 
Per capita Credits of Scheduled 
Commercial Banks (Rs.Lakh) 
Deposits of Scheduled Commercial 
Banks as percentage to National Income (at current 
prices) 
Scheduled Commercial Banks' Advances to Priority 
Sectors (Rs.core) 
Share of Priority Sector Advances in total credit of 
scheduled commercial Banks (per cent) 
Credit -Deposit Ratio (per cent) 
Investment-Deposit Ratio (per cent) 
Cash-Deposit Ratio (per cent) 
March 
2006 
222 
218 
133 
4 
72072 
30251 
15991 
13232 
12568 
16 
2109049 
364640 
174409 
1507077 
717454 
3047 
2209 
19130 
13869 
65.4 
512790 
33.8 
70.1 
40 
6.7 
March 
2007 
182 
178 
96 
4 
74653 
30409 
16770 
14202 
13272 
15 
2811934 
429731 
2182203 
1931190 
791516 
3675 
2757 
23382 
17541 
70.1 
655317 
33.1 
73.5 
35.3 
7.2 
March 
2008 
173 
169 
90 
4 
78787 
30927 
18027 
15566 
14267 
15 
3196940 
524310 
2672630 
2361913 
971714 
4344 
3222 
28610 
21218 
60 
781476 
31.6 
74.6 
35.5 
9.7 
Sources: RBI 'Statistics relating to Commercial Banks at a Glance" 2006-2008 
83 
Chapter 2 Conceptual and Regulatory Framework of Indian Banking Industry 
Table 2.16(f) 
Indian Banking at Glance from 1991 onwards (2009-2011) 
Indicators 
Number of Commercial Banks 
(a)Scheduled Commercial Banks 
of which : Regional Rural Banks 
(b)Non-Scheduled Commercial Banks 
Number of Bank Offices in India 
(a) Rural 
(b)Semi-Urban 
(c)Urban 
(d)Metropolitan 
Population per office(in thousands ) 
Aggregate deposits of Scheduled 
Commercial Banks in India(Rs.crore) 
(a) Demand deposits 
(b)Time deposits 
Credit of Scheduled Commercial 
Banks in India (Rs.crore) 
Investments of Scheduled Commercial 
Banks in India (Rs.crore) 
Deposits of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Credit of Scheduled Commercial 
Banks per office (Rs.Lakh) 
Per capita Deposits of Scheduled 
Banks per office (Rs.Lakh) 
Per capita Credits of Scheduled 
Commercial Banks (Rs.Lakh) 
Deposits of Scheduled Commercial 
Banks as percentage to National Income 
(at current prices) 
Scheduled Commercial Banks' 
Advances to Priority Sectors (Rs.core) 
Share of Priority Sector Advances in total credit of 
scheduled commercial Banks (per cent) 
Credit -Deposit Ratio (per cent) 
Investment-Deposit Ratio (percent) 
Cash-Deposit Ratio (per cent) 
March 
2009 
170 
169 
90 
4 
78787 
30927 
18027 
15566 
14267 
15 
3196940 
524310 
2672630 
2361913 
971714 
4344 
3222 
28610 
21218 
74.4 
781476 
30.3 
73.8 
35.5 
7.3 
March 
2010 
167 
163 
82 
4 
88203 
32529 
21022 
18288 
16364 
14 
4492826 
645610 
3847216 
3244788 
1384753 
5479 
3983 
39107 
28431 
73.7 
1091510 
31.2 
73.7 
36.4 
7.7 
March 
2011 
167 
163 
82 
4 
93080 
33602 
23048 
19156 
17274 
13 
5207969 
641705 
4566264 
3942082 
1501619 
6090 
4575 
46321 
34800 
71.9 
1315861 
30.6 
76.5 
34.1 
8.2 
Sources: RBI 'Statistics relating to Commercial Banks at a Glance" 2009-2011 
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Tables 2.16(a) to table 2.16(f) reveal the progress of Indian banking 
industry after 1991 till March 2011. The branches increased in number from 
60570 in 1992 to 93080 in 2011, resulting in the decrease of population per 
office from 14000 in 1992 to 13000 in 2011.In 2011 60 percent were set up in 
rural and semi rural areas. Deposit-Mobilisation of SCBs from Rs 237565 Crore 
in March 1992 to Rs 5207969 Crore in March 2011, resulting increase in per 
capita deposit from Rs 2738 lakh to Rs 46321 lakh over the same period. As 
consequences per capita deposit of Scheduled Commercial Bank also increased 
from Rs 1516 crore in March 1992 to Rs 34800 Crore in March 2011.The total 
bank deposit as percentage of national income also increases from 40.5 per cent 
in March 1992 to 71.9 per cent in March 2011. The share of priority sector of 
SCBs increases from 14.0 per cent in March 1992 to 38.6 per cent in March 
2011. Thus banking industry shows the expansion from 1992 onwards in terms of 
branches and growth of deposits and credit. After 1992 onwards the banking 
industry took the face of behemoth and hence occupied all corners of economy. 
However, the number of banks in the case of rural, semi rural, urban and 
metropolitan shown as from 35269 in 1992 to 33602 in 2011, 11356 in 1992. 
The credit-deposit ratio (C-D ratio) provides an indication of the extent of 
credit deployment for every unit of resource raised in the form of deposits. The C-
D ratios of all scheduled commercial banks decreased gradually from 55.4 per 
cent in 1992 to 53.5 per cent in 2000. This declining trend has been reversed in 
the recent years, with the ratio increasing to 62.6 per cent in 2005 to 23048 in 
2011, 8279 in 1992 to 19156 in 2011 and from 5666 in 1992 to 17274 in 2011 
respectively. This shows the growth and expansion of banks during last 20 years 
after reform. Across the board, the per office deposits are more than the per 
office credit as expected Deposit of scheduled commercial banks per office as Rs 
392 lakh in 1992 increasing to Rs 6090 lakh in 2011 where as Credit of 
scheduled commercial banks per offices increases as Rs 217lakh in 1992 to Rs 
4575 lakhs in 2011. 
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With respect to all scheduled commercial banks, deposits increased from 
Rs.237565. Crore in 1992 to Rs. 5207969 Core in 2011 and credit all scheduled 
commercial banks also increased from Rs. 131520 Crore to Rs 3942082 Crore 
during the same period. Deposits of Scheduled Banks as a percentage to 
National Income (at current prices) were 49.5 per cent, in 1992 which increases 
to 71.9 per cent which depict the contribution of banks in national income From 
above table it is very much clear that Investment-Deposit Ratio (per cent) are 
using their deposit very efficiently. As it were 37.7 percent in 1992 and decrease 
to 34.1 in 2011, which result in earning high profits. The ratio has an upward 
trend, which shows the performance of Scheduled Banks is very good 
investment can cut down profit for specific time, but can be fruitful in long term. 
Banks, leads to branch expansion of banking widening as well as deepening, and 
the achievement of the capital adequacy ratio by ninety per cent of domestic 
banks. ^'^ 
Whether the reform have achieved their objectives of transforming the 
Indian banking system is doubtful though there is strong evidence that the sharp 
increase in growth post 1994 was bank credit. The two decades since 
Nationalization have been progress with respect to its various objectives. The 
Narasimham committee 1991^^ acknowledged the spectacular success of public 
sector banks since 1969. 
1. Massive branch expansion particularly in rural areas. 
2. Expansion and volume of deposit, which constituted two fifth of the financial 
sector of the Household sector in 1991. 
3. Rural deposits as a proportion of total deposit increasing from 3 to 6 % 
4. Deployment of increasing proportion of bank credit to priority sector, viz. 
agriculture, small industry, transport etc. The priority sector credit had gone 
up from 14percent to 41 percent between 1969 to 1991 and 
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5. Increase in deposit accounts by over 300 million and borrower's accounts by 
over 35 millions. 
"Despite these commendable progresses serious problems have emerged 
reflected in a decline in productivity and efficiency and erosion of the profitability 
of the banking sector^ ®. The Narasimham committee-P'' identified the following 
factor as responsible for decline in income earning. 
1) Directed investment in terms of minimum statutory liquidity Ratios which 
together with variable cash Reserve Ratio, pre empting well over half of 
the total resources mobilized by banks. 
2) Directed credit programme of deploying 40 percent of the bank credit to 
the priority sector at low interest rates. 
3) Low capital base. 
4) Low technology 
5) Phenomenal branch expansion 
6) Political interference in bank loan disbursal and poverty eradication 
programme. 
The above factors are responsible to depression in the interest income 
available to bank on the one hand and the deterioration in the quality of loan 
portfolio both of the priority sector and traditional sector resulting in accumulation 
of non-performing assets on the other. This has been responsible for erosion of 
earning & profitability of the banks. 
Narasimham Committee on Financial system observed "Perhaps the 
single most important cause for the further increase in expenditure has been the 
impact of the phenomenal expansion of branch banking Growing diversification 
of function particularly with respect to extending the coverage of bank credit to 
agriculture and small industries where the unit cost of administering the loan tend 
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to be high in proportionate terms, have also contributed to a faster growth of 
expenditure"^®. In that period rural banking branches unfortunately have not been 
able to generate sufficient business to justify their existence most of them 
operating below the breakeven point. "An inverse correlation between the extent 
of the commercial banks presence in rural areas and the volume of business 
generated by these outlets is clearly visible"."^ ^ This has decisive impact on the 
overall profits of the banks the performance of public sector banks in terms of 
branch is large but only a small proportion of their business is generated by these 
branches. It is estimated that 41 percent of PSBs branches handle only 10 
percent of the total advances and the contribution of rural branches to deposit 
mobilization is only 14 percent It is a labour intensive process to handle a large 
number of small deposit accounts and this has resulted in low average business 
per employee in rural branches. These branches have to service 39 percent of 
the small borrowing accounts a major number of which arc less revenue 
generating. It is observed that even if public sector banks hive off all their rural 
branches (41 percent of the total no of branches) its impact would hardly be a 10 
per cent of reduction in the total business. There is no other difference in the 
performance of private sector banks, 22 per cent of their rural branches mobilize 
only 6 percent of their deposits. They disburse hardly 4 per cent of the total credit 
and deploy 11 percent of the staff to manage these branches. The rural branches 
of the private sector bank appear as a small appendage, maintained because of 
its inevitability under the existing banking regulations than for its utility.''° Due to 
increasing amount of expenditure in the form of rapid increase in no of 
employees, internal check, trade unions expansion of bank credit to the 
agriculture sector etc, the surplus /profit before provisions, have been declining 
for the banking system even the past decades and in 1989-90 such profit were 
no more than 1.10 per cent of working fund. 
Profit is the very reason for the continued existence of every commercial 
organization. The rate of profitability and volume of profits are, therefore, rightly 
considered as indicators of efficiency in the deployment of resources of the 
banks. Profitability indicates earning capacity of the banks. It highlights the 
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managerial competency of the banks. It also portrays work culture, operating 
efficiency and overall performance of the banks. 
Various structural factors include geographical spread of bank branches, 
decentralization in management and structural changes in deposits and 
advances. Banking structure and profitability structure of banking systems across 
countries have a bearing on the profitability of banks. The profitability of banks is 
affected by one way or the other by these factors. After liberalization, profitability 
has regained its lost importance. Now banks are being directed to achieve the 
profitability targets. Since all the banks in the country function under similar 
environment, the low performance of any bank can be attributed to a large extent 
to their managerial inefficiencies and structural deficiency (Bansal, 2004)^ *^  
Table2.17 
Income as Percentage to Total Assets 
(in percent) 
Year 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
Source: F 
All 
Scheduled 
Comm. 
Banks 
10,79 
10.52 
10.40 
10.20 
9.83 
10.15 
9.31 
8.08 
7.92 
7.94 
8.53 
8.85 
8.20 
Report on Trend am 
Public 
Sector 
Banks 
10.42 
10.24 
10.21 
10.05 
10.15 
10.00 
9.35 
8.15 
7.93 
7.70 
8.14 
8.38 
7.99 
i Progress of B 
Old Private 
Sector 
Banks 
11.71 
11.25 
11.35 
11.33 
10.75 
11.74 
10.73 
9.57 
7.89 
7.73 
8.12 
9.28 
8.79 
anking in India, 
New Private 
Sector 
Banks 
11.67 
10.72 
9,18 
9.53 
5.66 
10.71 
8.80 
7.51 
7.61 
8.35 
9.55 
10.22 
9.00 
Various issues, Rt 
Foreign 
Banks 
13.36 
12.68 
12.47 
11.77 
11.44 
10.35 
9.55 
8.49 
8.86 
9.90 
9.60 
10.15 
8.38 
3/ 
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Table 2.17 shows the income to asset ratio of all scheduled commercial 
banks (SCBs) shows a declining trend. The income as percentage of total assets 
of scheduled commercial banks (SCBs) was 10.79 per cent in March 1998 which 
declined to 8.20 per cent at the end of March 2010. The impact of reforms on the 
profitability The impact of reforms on the profitability of banking sector has been 
studied on the basis of various variables of profitability like income to Total 
Assets in terms of percentage of five bank groups from 1997-98 to 2009-10. 
Further bank group-wise analysis shows that the ratio of income to total assets 
has shown a declining trend for the period 1997-98 to 2005-06. The reason for 
such trend of total income as a percentage of total assets was the declining of 
interest as well as non-interest income as a percentage of the total assets. 
However, upward trend has been observed in the remaining two to three years 
(2005-06 to 2009-10) for majority of the bank groups. 
2.13 Measure under Narasimham Committee I 
"The central plank is a set of prudential norms that are aimed at imparting 
strength to the financial institutions, and inducing greater accountability and 
market discipline. The norms include not only capital adequacy assets 
classification and provisioning but also accounting standard, exposure and 
disclosure norms and guidelines for investment, risk management and assets 
liability management".'*^ Bimal Jalan,Ex-Governor of RBI. These land mark 
recommendation made banking system more regulated and market oriented. 
These reforms introduced since 1992-93 breathed a fresh air in the banking 
sector. Both deregulation and liberalizations encouraged banks to go in for 
innovative measures, develop business, and earn profits. These reform the 
Narasimham committee I felt, will improve the solvency, health, and efficiency of 
institutions. These measures were aimed at. 
i) ensuring a degree of operational flexibility 
ii) internal autonomy for public sector banks in decision making process and 
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iii) greater degree of professionalism in banking operations.'*^ 
Tine RBI (2003) grouped the first phase of reform measures into three main 
areas: Enabling measures, strengthening measures and institutional measures. 
These were classify into five different group."*^  
a) liberalization measures 
b) prudential norms 
c) competition directed measure 
d) supportive measures and 
e) Other measures. 
3.13.1 Liberalization measures 
2.13.1.1 A Reduction of pre-emption 
Statutory Liquidity Ratio (SLR) and cash Reserve Ratio (CRR) These two 
tools are used for credit control besides protecting the interests of depositors 
under SLR, commercial banks are required to maintained with RBI minimum 25 
per cent of other total net demand and time liabilities in the form of cash, gold 
and unencumbered eligible securities (under the banking Regulation Art (1949) 
The RBI is given the rights and power to vary this ratio as a part of monetary 
policy. The SLR was gradually raised to 38.5 percent of total demand and time 
liabilities by 1991. The SLR and CRR stipulations together compound bank 
deposits to the extent of 54 percent at ridiculously low rates of interest. This has 
adversely affected the profitability of banks. The high SLR & CRR are in effect a 
tax on savings in the banking system of India. The banks could hardly run 
profitability with 44 percent of their funds available for lending and that too to 
specific sector at specified interest rates. The committee recommended phased 
reduction of CRR to the statutory minimum. While SLR was reduced to 25 per 
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cent by Oct 1997, CRR was reduced from 15per cent to 4.5 per cent much close 
now to the internationally accepted norms of 3 percent. 
The reduction in the rate of CRR & SLR has released substantial funds for 
deployment in corporate and business sector at higher rates of interest. The RBI 
was asked to pay interest on additional reserve at a rate equivalent to the rate of 
interest on one year deposit paid by bank. 
2.13.1..2 Deregulation of interest rates 
Interest rates on both deposits and advances of banks were administered 
by RBI before reforms. These rates were usually unrelated to market realities. 
Regarding advances, there were as many as 20 administered rates in 1989-90. 
In regard to the regulated interest rate structure, the basic thrust of Narasimbham 
committee was that real rates of interest should be positive and concessional 
interest rates are vehicle for subversion. Following reform measures, the various 
rates of interest are now market determined. Scheduled commercial banks have 
now the freedom its set interest rates on this deposit subject to minimum floor 
rates and maximum ceiling rates. The four percentage differential interest 
scheme has been officially withdrawn. The recommendation of committee on 
reduction of 40 per cent of total credit to 10 percent the government did not agree 
to it But priority sector in diluted form included housing loans, educational loans 
etc. "The sub large in the priority sector are 10 per cent for the weaker sections 
60 percent of credit deposit rate in the rural and semi urban areas have been 
conveniently forgotten by banks and regulatory authorities. Selective credit 
control have been totally abolished, thus giving banks freedom to lend even to 
the sensitive sector.'^ '^  
2.13.2 Prudential Norms 
Various measure were recommended by Narasimbham Committee which 
include inter alia prudential norm relating to income recognition, assets 
classification, provisioning for bad debt and capital adequacy which have all been 
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implemented in the year 1992, ttie RBI issued detailed guidelines on a phased 
introduction of prudential norms to ensure safety & soundness of banks & impart 
greater transparency and accounting operations. Inadequacy of capital is a 
serious cause for concern. Hence as per Basel committee norms, the RBI 
introduced capital minimum of 4 per cent capital adequacy ratio in relation to risk 
weighted assets by March 1993, of which Tier I capital should not be less than 2 
percent .The BIS standard of 8 percent should be achieved over a period of three 
years, that is by March 1996. As per the recommendation of the Narasimham 
committee banks cannot recognize income (interest income on advance) on 
assets where income is not received within two quarters after it past due. The 
committee recommended international norms of 90 days in phased manner by 
2002. The assets are now classified on the basis of their performance into 4 
categories. 
a) Standard 
b) Sub standard 
c) Doubtful 
d) Loss assets 
Committee recommended the banks have been advised to make their 
Balance sheet transparent with maximum 'disclosure' on the financial health of 
institutions it also recommended provisioning norms for non -performing assets 
on outstanding substandard assets .10 per cent general provisions should be 
made .On loss assets the provisions shall be 10 per cent. On secured portion of 
doubtful assets the provisions should be 20 per cent to 50 per cent.'*^  many more 
measures were taken to improve the financial soundness of banks such as 
recapitalization of public sector banks on a selective basis by the government. 
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2.13.3. Competition Directed Measures 
(a) Since 1969 no new bank had allowed to be opened In India. In 1993 when 
RBI commenced its change guidelines for opening of private banks as public 
limited companies. The criteria for setting up of new banks in private sector 
were: 
I. Capital of Rs. 100 Crore 
II. Most moderns technology and 
III. Head office at metropolitan centre 
Since, January 2001, paid -up capital of these banks were increased to 
200 Crore which has to be raised to Rs.300 within a period of 3 years after the 
commencement. The promoters share in a bank shall not be less than 40 
percent. After the issue of guidelines in 1993, a new banks have been set up in 
the private sector one of which, times bank was subsequently merged with HDFC 
Bank. These new generation private sector banks brought about a paradigm shift 
in service standard and set new benchmarks in terms of applications of 
technology, speed in delivery of services, channel, decor, and branch ambience, 
and a high order of marketing orientation.''^ These banks with that technological 
development have been providing stiff competition to public sector banks and old 
private sector banks. 
(b) Banks attaining capital adequacy norms and prudential accounting standards 
can set up new branches without the prior approval of RBI Two 
recommendation of the Narasimham Committee was to abolish the system 
of branch licensing and allow foreign bank free entry. 
2.13.4 Supportive IVIeasures 
Actual health of scheduled banks was reflected through the revised 
balance sheet and profit and loss account which were introduced from the 
accounting year 1991-92. They also change the institutional framework. The RBI 
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evolved a risk-based supervision methodology with international best practices. 
New Board of Financial Supen/ision was set-up in the RBI to tighten up the 
supervision of banks. The system of external supervision has been revamped 
with the establishment in November 1994 of the Board of Financial supervision 
with the operational support of the Department of Banking supervision. In tune 
with international practices of supervision, a three-tier supervisory model 
comprising outside inspection, off-site monitoring and periodical external auditing 
based on CAMELS (Capital Adequacy, Asset quality. Management, Earnings, 
Liquidity and System controls) had been put in place. Special Recovery Tribunals 
are set-up to expedite loan recovery process.'*'* The recent Securitization and 
Reconstruction of Financial; Assets and Enforcement of Security Interests 
(SARFAAESI) Act, 2002 enables the regulation of securitization and 
reconstruction of financial assets and enforcement of security interest by secured 
creditors). 
2.13.5. Other measures 
The Banking Companies (Acquisition and Transfer of Undertaking) Act 
was amended with effect from July 1994 permitting public sector banks to raise 
capital up to 49 per cent from the public. There are number of other 
recommendations of the Narasimham Committee such as reduction in priority 
sector lending's, appointment of special tribunals for speeding up the process of 
loan recoveries, and reorganization of the rural credit structure, all of which need 
detailed examination as these recommendations have far-reaching implications 
both in terms of the structure of the financial system and also the financing 
required to implement them. 
The Committee proposed structural reorganization of the banking sector 
which involves a substantial reduction of public sector banks through mergers 
and acquisitions. It proposed a pattern of (a) 3 or 4 large banks of international 
character,(b) 8 to 10 national banks engaged in general or universal banking (c) 
local banks whose operation to be confined to a specific areas, and (d) RRBs 
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financing predominantly agriculture and allied activities. The Government had not 
taken any decision regarding this suggestion. 
2.14 Narasimham committee II -1998 -Second Generation Reforms 
The recommendations of Narsimham Committee -II (1991) provided 
blueprint for the first generation reforms of the financial sector. Period 1992-97 
witnessed laying of the foundations for reforms of the banking system.'*^ It also 
saw the implementation of prudential norms relating to capital adequacy, asset 
classification, and income recognition and provisioning, exposure norms, etc. 
The difficult task of guiding in some of the structural changes accomplished 
during this period provided the bedrock for future reforms. In fact, India withstood 
the contagion of 1997 (South-East Asia crisis) indicates the stability of the 
banking system.'^ ^ Against such a backdrop, the Report of the Narasimham 
Committee-ll in 1998 provided the road map for the second generation reform 
process. Two points are worth noting at this juncture. First, the financial sector 
reforms were undertaken in the early reform cycle, and secondly, the reforms in 
the financial sector were initiated in well structured, sequenced, and phased 
manner with cautious and proper sequencing, mutually reinforcing measure; 
complementarily between reforms in the banking sector and changes in the 
fiscal, external, and monetary policies, developing financial infrastructure; and 
developing financial markets.'^ '^  
The Government appointed a second high-level Committee on Banking 
Sector Reforms under the chairmanship of M. Narasimham to "review the 
progress of banking sector reforms to date and chart a programme of financial 
sector reforms necessary to strengthen the Indian Finical system and make it 
internationally competitive.''^ The Committee in its report (April 1998) made 
wide-ranging recommendations covering entire gamut of issues ranging from 
capital adequacy, asset quality, NPAs, prudential norms, asset-liability 
management, earnings and profits, mergers and acquisitions, reduction in 
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government shareholdings to 33 per cent in public sector banks, the creation of 
global-sized banks, recasting banks boards to revamping banking legislation. 
The second generation reforms could be conveniently looked at in terms 
of their broad inter-related issues: (i) measures that need to be taken to 
strengthen the foundations of the banking system(ii) related to this, streamlining 
procedures, upgrading technology and human resource development, and (iii) 
structural changes in the system. These would cover aspects of banking policy, 
institutional, supervisory and legislative dimensions.''^ 
The important recommendation of the Committee may be stated as under: 
2.14.1 Measures to Strengthen the Banking System 
2.14.1.1 Capital Adequacy 
The Committee set new and higher norms of capital adequacy. It 
recommended that the minimum capital to risk assets ratio be increased to 10 
per cent from its present level of 8 per cent in a phased manner-9 per cent to be 
achieved by the year 2000 and the ratio of 10 per cent by 2002. The RBI should 
have authority to rise further in respect of individual banks if in its judgment the 
situation warrants such increase. 
2.14.1.2 Asset Quality NPAs and Directed Credit 
The Committee commended that and asset be classified as doubtful if it is 
in the substandard category for 18 months in the first instance and eventually 12 
months and loss of it has been identified but not written off. Advances 
guaranteed by the government should also be treated as NPAs. Banks should 
avoid the practice of ;ever greening' by making fresh advance to the troubled 
parties with a view to settle interest dues and avoiding such loans treating as 
NPAs. The Committee believes that the objective should be to reduce the 
average level of net NPAs for all banks to below 5 per cent by the year 2000 and 
to 3 per cent by 2002. For banks with international presence, the minimum 
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objective should be to reduce gross NPAs to 5 per cent and 3 per cent by 2000 
and 2002 respectively and net NPA to 3 per cent to 0 per cent by these dates. 
For banks with a high NPA portfolio, the committee suggested the setting up of 
an Asset Reconstruction Company to take over bad debts. 
2.14.1.3 Prudential Norms and Disclosure Requirements 
These are recommended as Indian banking sector moving to international 
practice for income recognition and recommended 90 days norm in a phased 
manner by the year 2002. It is recommended that income recognition, asset 
classification and provisioning must apply even to government guaranteed 
advances in coming time. Banks should pay greater attention to asset liability 
management to avoid mismatches. 
2.14.2 Systems and Methods in Banks 
The internal control systems which are internal inspection and audit, 
including concurrent audit submission of controls returns by banks and 
controlling offices to higher level offices, risk management system, etc. should be 
strengthened. There are recommendations for inducting an additional whole time 
director on the board of the banks, recruitment of skilled manpower, revising 
remuneration to person at managerial level etc. 
2.14.3 Structural Issues 
2.14.3.1 Mergers 
The Committee is of the view that the convergences of activities between 
banks and DFIs, the DFIs over a period of time convert themselves into banks. 
There will be only two forms of financial intermediaries: banks and non-bank 
financial companies. Mergers between banks and between banks and DFIs and 
NBFCs need to base on synergies and location and business specific 
complementarities of the concerned institutions. Merger of public sector banks 
should emanate from the management of banks, the government playing 
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supportive role. Mergers should not be seen as bailing out weak banks. Mergers 
between strong banks FIs would make for greater economic and commercial 
sense and would be a case where the whole is greater than the sum of parts and 
have a 'force multiplied effect'. 
2.14.3.2 Weak Banks 
A weak bank should be one who's accumulated losses and net NPAs 
exceed its net worth or one who's operating profits less, its income on re-
capitalization bonds is negative for three consecutive years. A case by case 
examination of weak banks should be undertaken to identify those that are 
potentially viable with a programme of financial and operational restructuring. 
Such banks should be nurtured into healthy units by eschewing high cost funds, 
containment of expenditure recovery initiatives, etc. Mergers should be allowed 
only after they clean up their balance sheets. 
2.14.3.3 Narrow Banks 
Those banks, which have high proportion of NPAs (20 per cent of the total 
assets in some cases), the Committee recommended the concept of 'Narrow 
banking' to them. Narrow banking implies those banks that place their funds in 
the short-term risk-free assets.^° 
2.14.3.4 New Banks 
The Committee also recommended that policy of permitting new private 
banks. It is also of the view that foreign banks may be allowed to set-up 
subsidiaries or joint ventures in India. They should be treated on par with private 
banks and subject to the same conditions in the regard to branches and directed 
credit as other banks. 
2.14.3.5 Need for Stronger Banks 
The committee made out a strong case for stronger banking system in the 
country, especially in the context of capital account convertibility, which would 
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involve large inflows, and outflows of capital and consequent complications for 
exchange rate management and domestic stability. The Committee therefore 
recommended winding up of unhealthy banks and merger of strong and weak 
banks. 
2.14.3.6 Banking structure 
The committee has argued for the creation of 2 or 3 banks of international 
standard and 8 or 10 banks at the national level. It also suggested the setting up 
of small local banks, which would be confined to a limited area to serve local 
trade, small industry, and agriculture at the same time these banks will have 
corresponding relationship with the large national and international banks. 
2.14.3.7 Local Area Banks 
In the 1996-97 budgets, the Government of India announced the setting 
up of new Private Local Area Banks (LABs) with jurisdiction over three 
contiguous districts. This banker will help in mobilizing rural saving and in 
channeling them into investment in local areas. The RBI has issued guidelines 
for setting up such banks in 1996 and gave its approval 'in principal' to the sting 
up of seven LABs in the private sector. Of these, RBI had issued licenses to 5 
LABs, located in Andhra Pradesh, Karnataka, Rajasthan, Punjab, and Gujarat. 
These LABs have commenced business. 
2.14.3.8 Public Ownership and Autonomy 
The Committee argued that the government ownership and management 
of banks does not enhance autonomy and flexibility in the working of public 
sector banks, in this connection, the committee recommended a review of 
functions of boards so that they remain responsible to the shareholders. The 
management boards are to be reorganized and they shall not be any government 
interference. 
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2.14.3.9 Review of Banking Laws 
The Committee suggested the need to review and amend the provisions 
of RBI Act, SBI Act, Banking Regulation Act, and Banking Nationalization Act, 
etc. so as to bring them in line with the current needs of the industry. 
Other recommendations pertain to computerization process, permission to 
establish private sector banks, setting up of Board of Financial Regulation and 
Supervision and increasing the powers of debt recovery tribunals. Some of these 
recommendations more or less resemble the recommendation of the 
Narasimham Committee.^ ^ 
2.15 Conclusion 
The present chapter included the performance evaluation of Indian 
banking industry in financial sector. Its regulatory framework prior to 
independence, post independence pre-reform and post reform to current 
scenario. Secondly growth of banking sector in these four periods and its present 
condition and their effect on banking system While, the next chapter deals with 
the financial performance of SBI on the whole, which includes history growth 
profitability, solvency, NPA and liquidity of SBI The performance evaluation has 
also being made by calculating the financial ratio of the data comprises of the 
year of present study. 
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3.1 Introduction 
The previous chapter is related to the conceptual and regulatory 
framework of Indian banking industry. It includes evolution of banking, its growth 
before independence, after independence and again segregated into pre-reform 
and post-refornn period, its current position and its role in Indian economy. The 
present chapter deals with the financial performance of SBI on the account of 
some parameters. It deals with the financial performance of SBI overall, which 
includes history grov\rth profitability, solvency, NPA and liquidity of SBI. The 
performance evaluation also being made by calculating the financial ratio. The 
importance's of financial system for economic development of a country were 
recognized worldwide as well as in India. The policy makers, which comprise the 
Reserve Bank of India (RBI), Ministry of Finance and related government and 
Financial Sector Regulatory entities, have made severable notable efforts to 
improve the regulation in this sector. The sector now compare favorably with 
banking sector and bank to bank comparison on the metric like growth, efficiency 
and profitability and Non Performing Assets (NPA's). The two major players of 
Public Sector and Private Sector bank were SBI and ICICI Bank respectively. 
The main challenges facing the commercial banks in India are the disbursement 
of funds in quality assets (loans and advances) or otherwise it leads to NPA. 
Secondly efficiency in terms of interest spread, net interest margin, return on 
owners equity ratio, thirdly liquidity as to total assets in investment, advances, 
cash and cash equivalent terms, fourthly leverage ratio described in the ratio of 
capital, Deposit to Equity Ratio. These are the bases for showing the 
performance of SBI. 
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The origin of the SBI goes back to the first decade of the nineteenth 
century with the establishment of the Bank of Calcutta in Calcutta on 2 June 
1806\ Three years later the bank received its charter and was re-designed as 
the Bank of Bengal (2 January 1809). A unique institution, it was the first joint-
stock bank of British India sponsored by the Government of Bengal. The Bank of 
Bombay (15 April 1840) and the Bank of Madras (1 July 1843) followed the Bank 
of Bengal. These three banks remained at the apex of modern banking in India 
until their amalgamation as the Imperial Bank of India on 27 January 1921. 
Primarily Anglo-Indian creations, the three presidency banks came into existence 
either as a result of the compulsions of imperial finance or by the felt needs of 
local European commerce and were not imposed from outside in an arbitrary 
manner to modernize India's economy. Their evolution was, however, shaped by 
ideas culled from similar developments in Europe and England, and was 
influenced by changes occurring in the structure of both the local trading 
environment and those in the relations of the Indian economy to the economy of 
Europe and the global economic framework. 
The establishment of the Bank of Bengal marked the advent of limited 
liability, joint stock banking in India. So was the associated innovation in banking, 
viz. the decision to allow the Bank of Bengal to issue notes, which is accepted for 
payment of public revenues within a restricted geographical area^. This right of 
note issue was very valuable for not only the Bank of Bengal but also its two 
siblings, the Banks of Bombay and Madras. The concept of deposit banking was 
also an innovation because the practice of accepting money for safekeeping and 
in some cases, even investment on behalf of the clients by the indigenous 
bankers had not spread as a general habit in most parts of India. However, for a 
long time, and especially up to the time that the three presidency banks had a 
right of note issue, bank notes, and government balances made up the bulk of 
the investible resources of the banks. The three banks governed by royal 
charters, which revised from time to time. Each charter provided for a share 
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capital, four-fifth of which were privately subscribed and the rest owned by the 
provincial government. The members of the board of directors, which managed 
the affairs of each bank, were mostly proprietary directors representing the large 
European managing agency houses in India.'^  The rest were government 
nominees, invariably civil servants, one of whom elected as the president of the 
board. 
The business of the banks initially confined to discounting of bills of 
exchange or other negotiable private securities, keeping cash accounts and 
receiving deposits and issuing and circulating cash notes. Loans were restricted 
to Rs one lakh and the period of accommodation confined to three months only. 
The security for such loans was public securities, commonly called Company's 
Paper, bullion, treasure, plate, jewels, or goods 'not of a perishable nature' and 
no interest could be charged beyond a rate of twelve per cent. Loans against 
goods like opium, indigo, salt woolens, cotton, cotton piece goods, mule twist and 
silk goods had granted but such finance by way of cash credits gained 
momentum only from the third decade of the nineteenth century. All commodities, 
including tea, sugar, and jute, which began financed later, either pledged or 
hypothecated to the bank. Demand promissory notes were signed the borrower 
in favor of the guarantor, which was in turn endorsed to the bank. Lending 
against shares of the banks or on the mortgage of houses, land and other real 
property. However, Indians were the principal borrowers against deposit of 
Company's paper, while the business of discounts on private as well as salary 
bills was almost the exclusive monopoly of individuals Europeans and their 
partnership firms. Nevertheless, the main function of the three banks, as far as 
the government was concerned, was to help the latter raise loans from time to 
time and also provide a degree of stability to the prices of government securities. 
A major change in the conditions of operation of the Banks of Bengal, Bombay, 
and Madras occurred after 1860. With the passing of the Paper Currency Act of 
1861, the right of note issue of the presidency banks abolished and the 
108 
Chapter 3 Financial Performance Evaluation of SBI 
Government of India assumed from 1 March 1862 the sole power of Issuing 
paper currency within British India. The task of management and circulation of 
the new currency notes was verified on the presidency banks and the 
Government undertook to transfer the Treasury balances to the banks at places 
where the banks would open branches. None of the three banks had tilled then 
any branches (except the sole attempt and that too short-lived one by the Bank 
of Bengal at Mirzapure in 1839) although the charters had given them such 
authority. However, as soon as the three presidency bands were assured of the 
free use of government Treasury balances at places where they would open 
branches, they embarked on branch expansion at a rapid pace. By 1876, the 
branches, agencies, and sub agencies of the three presidency banks covered 
most of the major parts and many of the inland trade centers in India. While the 
Bank of Bengal had eighteen branches including its head office, seasonal 
branches, and sub agencies, the Banks of Bombay and Madras had fifteen each. 
The presidency Banks Act, which came into operation on 1 May 1876, 
brought the three presidency banks under a common statute with similar 
restrictions on business. The proprietary connection of the Government however, 
terminated, though the banks continued to hold charge of the public debt offices 
in the three presidency towns, and the custody of a part of the government 
balances. The Act also stipulated the creation of Reserve Treasuries at Calcutta, 
Bombay, and Madras into which sums above the specified minimum balances 
promised to the presidency banks at only their head offices been lodged. The 
Government could lend to the presidency banks from such Reserve Treasuries 
but the latter could look upon them more as a favors than as a right. The decision 
of the Government to keep the surplus balances in Reserve Treasuries outside 
the normal control of the presidency banks and the connected decision not to 
guarantee minimum government balances at new places where branches were 
to be opened effectively checked the growth of new branches after 1876. The 
pace of expansion witnessed in the previous decade fell sharply although, in the 
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case of the Bank of Madras, it continued on a modest scale as the profits of that 
bank mainly derived from trade dispersed among a number of port towns and 
inland centre of the presidency. India witnessed rapid commercialization in the 
last quarter of the nineteenth century as its railway network expanded to cover all 
the major regions of the country. New irrigation networks in Madras, Punjab, and 
Sind accelerated the process of conversion of subsistence crops into cash crops, 
a portion of which found its way into the foreign markets. Tea and coffee 
plantations transformed large areas of the eastern Terrains, the hills of Assam 
and the Nilgiris into regions of estate agriculture par excellence. All these 
resulted in the expansion of India's international trade more than six-fold. The 
three presidency banks were both beneficiaries and promoters of this 
commercialization process as they became involved in the financing of practically 
every trading, manufacturing, and mining activity in the sub-continent. While the 
Banks of Bengal and Bombay were engaged in the financing of large modern 
manufacturing industries, the Bank of Madras went into the financing of large 
modern manufacturing industries; the Bank of Madras went into the financing of 
small-scale industries in a way, which had no parallel elsewhere. But the three 
banks were rigorously excluded from any business involving foreign exchange. 
Not only was such business considered risky for these banks, which held 
government deposits, it was also feared that these banks enjoying government 
patronage would offer unfair competition to the exchange banks which had by 
then arrived in India. This exclusion continued until the creation of the Reserve 
Bank of India in 1935. 
The presidency Banks of Bengal, Bombay and Madras with their 70 
branches had been merged in 1921 to form the Imperial Bank of India. The triad 
had been transformed into a monolith and a giant among Indian commercial 
banks had emerged. The new bank took on the triple role of a commercial bank, 
a banker's bank, and a banker to the government. However, this creation 
proceeded by years of deliberations on the need for a 'State Bank of India'. What 
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eventually emerged was a 'half-way house' combining the functions of a 
commercial bank and a quasi-central bank'*. The establishment of the Reserve 
Bank of India as the central bank of the country in 1935 ended the quasi-central 
banking role of the Imperial Bank. The latter ceased to be bankers to the 
Government of India and instead became agent of the Reserve Bank for the 
transaction of government business at centers at which the central bank was not 
established. However, it continued to maintain currency chests and small coin 
depots and operate the remittance facilities scheme for other banks and the 
public on terms stipulated by the Reserve Bank. It also acted as a bankers' bank 
by holding their surplus cash and granting them advances against authorized 
securities. The management of the bank clearing houses also continued with it at 
many places where the Reserve Bank did not have offices. The bank was also 
the biggest tendered at the Treasury bill auctions conducted by the Reserve 
Bank on behalf of the Government. The establishment of the Reserve Bank 
simultaneously saw important amendments were being made to the constitution 
of the Imperial Bank converting it into a purely commercial bank. The earlier 
restrictions on its business been removed and the bank permitted to undertake 
foreign exchange business and executor and trustee business for the first time. 
The Imperial Bank during the three and a half decades of its existence 
recorded an impressive grov/ih in terms of offices, reserves, deposits, 
investments and advances, the increases in some cases amounting to more than 
six-fold. The financial status and security inherited from its forerunners no doubt 
provided a firm and durable platform. However, the lofty traditions of banking 
which the Imperial Bank consistently maintained and the high standard of 
integrity it observed in its operations inspired confidence in its depositors that no 
other bank in India could perhaps then equal. All these enabled the Imperial 
Bank to acquire a pre-eminent position in the Indian banking industry and secure 
a vital place in the country's economic life. 
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When India attained freedom, the Imperial Bank had a capital base 
(including reserves) of Rs.11.85 crores, deposits and advances of Rs.275.14 
crores, and Rs.72.94 crores, respectively and a network of 172 branches and 
more than 200 sub offices extending all over the country.^ 
In 1951, when the First Five Year Plan launched, the development of rural 
India were given the highest priority. The commercial banks of the country 
including the Imperial Bank of India had until then confined their operations to the 
urban sector and were not equipped to respond to the emergent needs of 
economic regeneration of the rural areas. In order, therefore, to serve the 
economy in general and the rural sector in particular, the All India Rural Credit 
Survey Committee recommended the creation of a state partnered and state-
sponsored bank by taking over the Imperial Bank of India, and integrating with it, 
the former state-owned or state-associate banks. An act passed in Parliament in 
May 1955 and the State Bank of India constituted on 1 July 1955. More than a 
quarter of the resources of the Indian banking system thus passed under the 
direct control of the State. Later, the State Bank of India (Subsidiary Banks) .Act 
was being passed in 1959, enabling the State Bank of India to take over eight 
former State-associated banks as its subsidiaries (later named Associates)^. 
The State Bank of India was destined to act as the pacesetter in this 
respect and lead the Indian banking system into the exciting field of national 
development. The State Bank of India, the country's oldest Bank and a premier in 
terms of balance sheet size, number of branches, market capitalization and 
profits is today going through a momentous phase of Change and 
Transformation. The two hundred year old Public sector behemoth is today 
stirring out of its Public Sector legacy and moving with an ability to give the 
Private and Foreign Banks a run for their money. The bank is entering into many 
new businesses with strategic tie-ups-Pension Funds, General Insurance, 
Custodial Services, Private Equity, Mobile Banking, Point of Sale Merchant 
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Acquisition, Advisory Services, structured products etc, each one of these 
initiatives having a huge potential for growth. SB! is forging ahead with innovative 
technology and innovative new banking models, to expand its Rural Banking 
base. It is also focusing at the top end of the market, on wholesale banking 
capabilities to provide India is growing large Corporate with a complete array of 
products and services. It is consolidating its global treasury operations and 
entering into structured products and derivative instruments. Today, the Bank is 
the largest provider of infrastructure debt and the largest arranger of external 
commercial borrowings in the country. It is the only Indian bank to feature in the 
Fortune 500 list. SBI is also looking at opportunities to grow in size in India as 
well as internationally. It presently has 173 foreign offices in 33 countries across 
the globe. It has also seven Subsidiaries in India - SBI Capital Markets, SBICAP 
Securities, SBI DFHI, SBI Factors, SBI Life, and SBI Cards - forming a 
formidable group in the Indian Banking scenario. It is in the process of raising 
capital for its growth and consolidating its various holdings. 
3.2 Growth and Development of SBI 
It is imperative to know about the financial performance of SBI from 1990-
91 to 2011-12, how it reached to the storm of financial sector reform, together 
with holding a position in the Indian banking sector. SBI growth and development 
were based on key responsibility areas of deposit mobilization, credit 
deployment, NPA, profitability and productivity. 
3.2.1 Deposit mobilization of SBI 
Deposit mobilization is a primary function of a commercial function of a 
commercial bank. Deposit mobilization by banks plays a key role not only as an 
important source of funds for banks but also instruments for promoting saving 
and banking habits among people. Deposit are essential raw material for banking 
industry .Commercial banks are expected to make efforts in both the rural and 
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urban areas for mobilization saving in the form of their deposits which are 
beneficial to them as well as to the nation. The SBI has been showing 
outstanding performance in the area of deposit mobilization. 
The deposit of the SBI was Rs 226 Rs crore at the end of its year of 
inception 1955. It crossed the Rs 100000 crore marks in the year 1997.From 
1997 onwards, within a period of four years; deposit crossed Rs 2 lakhs crore 
with a high growth rate. 
In the end of March 2003 the deposit of SBI were Rs 296123 crore. By the 
end of March 2011, the deposits of SBI were Rs 933933 crore and recently in 
March 2012 are Rs 1,043,647 crore. In the post reform era, SBI has mobilized 
deposits rapidly through new product innovations and introducing e- commerce, 
Internet banking, ATMs etc. 
3.2.2 SBI Credit Deployment of SBI 
Banks are the service institutions, which supply lubricants in the form of 
loans and advances to the industry, trade, and commerce of the country for their 
smooth functioning. The success of a Bank depends largely upon its effective 
management of loan portfolio. If deposits of bank were not channeled in the 
proper directions, they will not only adversely affect the economic activities in the 
country but would also endanger the safety of deposit and existence of the banks 
themselves. SBI is the biggest commercial bank in India. It recorded a 
tremendous growth in its advance since its inception. It advance were just Rs 
106 Crore in December 1955, which reached a level of Rs 867,579 crore the 
year ending March 2012 recording a growth of 8184 times in a period of 57 
years It advances account for holding good percent of all schedule commercial 
banks advances in the country . 
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3.2.3 Credit Deposit Ratio of SBI 
Managerial performance of banks is ascertained in terms of credit -
deposit ratio and cash deposit ratio in percentage. Tlie Credit Deposit Ratio 
reflects the management performance of the banks. It can be seen after financial 
liberalization, most of the banks reported higher C-D ratio. The proportion of the 
credit deployed to the deposit mobilized, popularly known as C-D Ratio. C-D 
Ratio is one of the parameter to assess the performance of a bank. The Credit 
Deposit Ratio of a bank in general, indicates the extent to which the depositor's 
money is being investing in advances.^ In other words, it explains the extent to 
which the depositor's money is advance in the form of loan and the extent to 
which such money is placed in the form of investment. 
Table 3.1 
Stv Credit Deposit Ratio (By the end of March 31 ) 
Year 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
Deposit 
(Rs in Crore) 
48374 
60192 
66317 
76406 
85122 
96395 
110701 
131091 
160042 
196821 
242828 
270560 
296123 
318619 
367048 
380046 
435521 
537404 
742073 
804116 
933933 
1,043,647 
Advances 
(Rs in Crore) 
40440 
44018 
47695 
41498 
48530 
59826 
62233 
74237 
82360 
98102 
113590 
120806 
137759 
157934 
202374 
261641 
337336 
416768 
542503 
631914 
756719 
867,579 
C/D Ratio 
83.6 
73.13 
71.92 
54.31 
57.01 
62.06 
56.22 
56.22 
49.72 
49.84 
46.78 
44.65 
46,52 
49.56 
55.13 
68.84 
77.45 
77.55 
73.11 
78.58 
81.02 
83.12 
Source: Annual Accounts of SBI, Various Issues 
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Table 3.1 shows the Credit Deposit Ratio of SBI from 1990-91 to 2011-12. 
The Credit Deposit Ratio of SBI since 1991 shows a definite declining trend .The 
C-D Ratio of the bank raised from 83.6 per cent in 1991 to 81.12 by the end of 
March 2012.This is because of implementations of financial sector reform 
(Narasimham committee Recommendation 1991)^, the banks were free from 
directed and targeted lending. The Bank management thought that instead of 
going on lending in the risk areas without sufficient recoveries resulting in a large 
number of NPAs it was better and safer to invest in secured and to invest in 
secured and minimum guaranteed securities with minimum returns. 
3.2.4 Management of NPAs in SBI 
Today the quality of loan assets is the most important factor for the basic 
viability of the banking system. The overdue advance of banks in India is 
mounting and, in consequences, the NPAs in their portfolio on the rise, impinging 
on the bank's profitability but also hamper their ability to recycle the funds for 
productive purpose^. In fact, it is the level of NPA, which largely differentiate 
between good and bad bank. 
Table 3.2 
Gross and Net NPAs of SBI (End of March 31st) 
Year 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
Gross NPAs 
Rs Crore 
9325 
10553 
10992 
13432 
14712 
15246 
15875 
15485 
12667 
12455 
9628 
9998 
12837 
1574 
19535 
23074 
Percentage 
15.96 
16.02 
14.14 
15.56 
14.25 
12.93 
11.62 
10.94 
7.75 
5.96 
3.61 
2.92 
3.04 
2.86 
3.05 
3.28 
Net NPAs 
Rs Crore 
3921 
4552 
3886 
5906 
6284 
6856 
6810 
6183 
5441 
5349 
4911 
5257 
7424 
9677 
10870 
12174 
Percentage 
6.61 
7.30 
6.07 
7.18 
6.41 
6.03 
5.63 
4.50 
3.48 
2.65 
1.83 
1.56 
1.78 
1.79 
1.72 
1.63 
Sources: 1 Compiled From Various 
India: 2 Annual Reports 
Issue of Report on Trend and Progress of Banking in 
of SBI. 
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Table 3.2 shows the SBI's NPA Management policy has laid stress on 
early identifications of problems loans, effective response to early warning 
signals, adherence to time norms for corrective actions including one time 
settlements. Under the RBI guidelines, the SBI approved one time settlement if 
Rs 718 crore in respect of Rs 1.95 lakhs accounts with NPAs up to Rs 5 crore. 
SBI made a cash recovery of Rs 384 Crore during the year 2002-03 recovery of 
Rs 5 lakhs and made a cash recovery of Rs 718 crore during the year 2002-03. 
3.2.5 Profitability of SBI 
Profit is a prime motive for any business. The most important function of 
profit is the establishment of viability of operations and continued stability of the 
originations it has to be appreciated that the banks are commercial organizations 
and they cannot compromise profitability while fulfilling social obligations and 
playing a development role. 
Table 3.3 
Profitability of SB11991 -2011 by the End of March 31 ^ * 
Year 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
Total 
Income 
8022.38 
10933.22 
11156.73 
10746.44 
12674.76 
15715.59 
17593.73 
18699.06 
22393.23 
25770.25 
30021.19 
33985 
36832.7 
38073.16 
39547.90 
43183.62 
46937.79 
58348.74 
76479.78 
35962.07 
96329.45 
120872.90 
%of 
Change 
~ 
36.3 
2.0 
-3.7 
14.0 
24.0 
11.9 
6.3 
19.7 
15.1 
16.5 
13.2 
8.36 
3.67 
L 3.64 
9.19 
8.69 
24.39 
31.07 
12.39 
10.76 
25.48 
Total 
Expenditure 
7915.38 
10756.17 
10944.69 
10471.40 
1195926 
14883.99 
16244.49 
16836.86 
21364.42 
3718.70 
28416.94 
31553 
33722 
33694.45 
35243.40 
38776.93 
42396.48 
51619.62 
67358.55 
76796.02 
88959.12 
109186.89 
%of 
Change 
-
35.9 
1.75 
43 
10.2 
24.5 
9.3 
3.5 
26.9 
11.0 
19,8 
11.0 
6.87 
-0.08 
4.56 
10.03 
9.33 
21.75 
30.49 
14.01 
15.84 
22.74 
Net Profit 
107 
175 
212 
275 
715 
831 
1349 
1861 
1028 
2052 
1604 
2433 
3105 
3681 
4304 
4407 
4541 
6729 
9121 
9166 
7370 
11686 
(Rs Crore) 
%of 
Change 
— 
63.6 
21.13 
29.7 
160.1 
16.2 
59.8 
40. 
-44.8 
99.6 
-21.83 
51.62 
27.67 
18.55 
16.92 
2.39 
3.04 
48.18 
35.55 
0.49 
19.59 
58.56 
Source: Annual Accounts of SBI Various Issues 
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A glance at Table 3.3 reveals that the net profit recorded the highest 
growth rate of 160 percent by the year ending 1995. The transition period of 
financial sector reforms was over and so the bank got some relief from the 
provisions and contingencies. Another important observation is that, during the 
1999 and 2001, the bank recorded a negative growth of 44.8 per cent and 21.8 
percent in Net Profit. The reasons for this considered excess provisions for 
depreciation on investment, huge expenses for the issue of the Resurgent India 
Bonds. The percentage change is calculated based on the previous year. The 
Total Income of the Bank for 2011-12 stood at Rs 120872.90 crores, as 
compared to 8022.38 crores in 1990-91 registering an excellent growth of 
1406.69%. The Bank has posted a Net Profit of 11686 crores for 2011-12 as 
compared to Rs 107 crores in 1990-91 registering a growth of 10821%. Total 
Expenditure increased by 1287% attributable to higher staff cost and other 
overall expenses. 
3.2.6 Productivity of SBI 
The productivity ratio indicate how best the manpower is utilized how 
effectively the branches are being managed and o what extent all the resources 
are exploited. It is a relation of an output of an activity and an input of resources. 
One aspect of productivity is the measurement of a Business (deposits + 
advances) per Branch and the other aspects is Business level per Employee. 
The performance of bank is also judged by the branch expansion. After banking 
reform, nearly two decades there had been massive branch expansion primarily 
with the objective of covering the unbanked centre in the rural and semi rural 
centre, coupled with intensive branch network in metro urban centre to sustain 
profitability. 
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Table 3.4 
Productivity of SB! 1991 -2011 by the End of March 31 ^ * 
Year 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
Volume Of 
Business(Rs) 
88812 
104210 
114012 
117904 
133652 
156211 
172934 
205328 
251402 
294923 
356418 
391366 
433881 
476553 
569422 
641687 
772857 
954172 
1284576 
1436030 
1690652 
1911226 
Number 
of 
Branches 
8552 
8627 
8638 
8812 
8839 
8835 
8888 
8925 
8982 
9050 
9078 
9085 
9081 
9087 
9036 
9143 
9270 
10183 
11472 
12437 
13284 
13929 
Number of 
Employee 
221628 
224110 
226209 
229126 
232000 
233000 
236000 
238753 
239024 
235810 
214845 
209462 . 
208998 
207039 
205515 
198774 
185388 
179205 
205896 
200299 
222933 
222945 
Business per 
Branch (BPB) 
(Rs) 
10.38 
12.08 
13.05 
13.38 
15.12 
17.58 
19.46 
23.01 
27.99 
32.59 
39.26 
43.08 
47.78 
52.44 
63.02 
70.18 
83.37 
93.70 
111.97 
115.46 
127.26 
137.21 
Business Per 
Employee 
(BPE)(Rs) 
0.40 
0.47 
0.50 
0.51 
0.58 
0.67 
0.73 
0.86 
1.05 
1.25 
1.66 
1.87 
2.08 
2.30 
2.77 
3.22 
4.17 
5.32 
6.24 
7.17 
7.58 
8.57 
Source: Annual Accounts of SBI Various Issue 
Table 3.4 exposes their productivity in SBI both in terms of per Branch and 
per Ennployee. The Business per Branch and per Employee had been showing a 
continuously increasing trend during the period .The Business per Branch (BPB) 
reached a maximum level of Rs 137.21 crore by the end 2012. It indicates how 
well the bank's branches were being managed and reflected on the degree of 
productivity of a branch. The business Per Employee (BPE) varied from Rs 0.40 
crore to Rs 8.57 crore during the period. It indicates the degree of employee 
(labour) productivity of the bank. SBi gives tremendous increment in the number 
of branches from the year 2000 to march 2012. 
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In the decade of 1990's i.e. reform period it was felt that haphazard growth 
should be contains and these should be qualitative network in branch expansion. 
The Narasimham Committee Recommended that branch licensing been 
abolished and the matters of opening and closing branches are left to 
commercial judgment of individual bank. This recommendation been partly 
implemented. Although branch licensing has not been abolished, greater 
operational freedom has been given to individuals bank to open certain 
specialized branches as well as expanding branches in more systematic way in 
its geographically spread, off late the banking system has been increasingly 
looking towards technology based delivery channels and progressive reduction of 
physical branches to the extent possible. 
3.3 Trend of branches of SBI 
Figure 3.1 
Number of Branches of SBI (1991-2012) 
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Figure 3.1 and table 3.4 reveals the performance of SBI in terms of 
expansion of branches from the year 1991 until 2012. It shows there is a 62.87 
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per cent increment from its initiation as now it having 13929 branches as 
compared to 8552 branches in 1991. 
3.4 Trend of Profit and Loss of SBI 
Profitability is one of the main and basic indicators to know bank 
performance. SBI shows steady growth in profit from 1991 onwards. 
Figure 3.2 
Net Profit of SBI (1991-2012) 
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Table 3.4 and fig 3.2 shows the overall profitability of SBI for past 21 
years. SBI gives highest profitability growth rate in 2001-02 as 51.56 per cent, 
but the lowest rate is in the year 2009-10 i.e. only 0.49 per cent 
Another indicator showing the performance of bank is its employee. 
3.5 Trend of Employee of SBI 
The employees are the real assets of every bank. Hence it is to be 
maintained efficiently and effectively by bank. 
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Figure 3.3 
Number of Employee (1991-2012) 
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Table 3.4, Figure 3.3 reveals that there has been decline in the number of 
staff member of all SBI (-7.96) percent in the year 2000-01. The reason for 
continuous decline to the year 2007-08 is VRS opted by staff members and 
increased in 2008-09 and again declined in 2009-10 and in the end of March 
2012, it was almost same as in the year 2011. 
Another aspect of judging the bank performance is its managerial 
efficiency, which can be ascertained through staff productivity, which is shown in 
return per employee. 
3.5.1 Return per Employee 
As it is one of the important indicators of bank performance. Another way 
to improve the performance by reducing cost per employee and increasing return 
per employee. As it is one of the important factor of bank as for every bank its 
employee are the most corporate assets. Therefore, it is necessary to evaluate 
the profitability of a bank in terms of employee's productivity. 
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Figure 3.4 
Business per Employee of SBI (1991-2012) 
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Table 3.4 and Fig 3.4 shows the progress earning per employee i.e. in 
2009-10 it was highest (4.58) whereas it was lowest in (0.75) in 2000-2001. 
3.6 Total Income 
On more indicators, showing the performance of bank is total income over 
the 21 years that shows increasing trend with steady and positive growth. 
Figure 3.5 
Total Income of SBI (1991-2012) 
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Table 3.3 and figure 3.5 reveals the total Income of SBI which was had 
highest return in 2003-04 as 1.34 per cent, whereas lowest in 2001-02 as 1.20 
per cent. All these indicators show the performance of SBI Bank. 
The period of study is considered for 12 years i.e. from 2000-01 to 2011-12. 
3.7 Financial Performance of SBI 
Hence, the financial performance of SBI Bank classified under some 
parameters, which are as Bank Size, Profitability, Liquidity, and Assets Quality. 
Each Parameter is going to be evaluating under some ratios for the specific 
period of study, which is as follows. 
Bank Size 
1 Total Assets Performance 
2 Return on Assets 
3 Credit Deposit Ratio 
• Profitability 
1 Spread Ratio 
2 Interest Margin Ratio 
3 Operating Income Margin 
4 Non-Interest income to Total Assets 
5 Return on Net Worth 
• Liquidity 
1 Cash Deposit Ratio 
2 Investment to Total Assets 
3 Advances to Total Assets 
4 Debt to Total Assets 
5 Debt-Service Ratio 
• Assets Quality 
1 Net NPA Ratio 
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3.8 Bank Size 
The bank size is considered under tiiis study througii Total Assets, Return 
on Assets and Credit Deposit Ratio. Table 3.7 show the performance of SBI from 
2001 to 2012 in terms of bank size. 
Table 3.5 
SBI'sTotal Assets, ROA, and Credit-Deposit Ratio (2001 to 2012) 
Year 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
2011-2012 
Total Assets 
Rs (Crore) 
315644.21 
348228.25 
368765.76 
497815.30 
459382.86 
493869.54 
566565.24 
721526.32 
964432.08 
1053413.7 
1,223,736.20 
1,335,519.22 
ROA 
0.75 
1.16 
1.62 
1,78 
2.10 
2.21 
2.45 
3.75 
4.43 
4.58 
3.71 
9.13 
C-D Ratio 
46.78 
44.65 
45.89 
49.56 
55.13 
68.84 
77.45 
77.55 
73.11 
78.58 
81.02 
83.12 
l-D Ratio 
48.85 
52.21 
56.98 
58.24 
55.83 
48.14 
38.22 
34.81 
36.38 
36.33 
33.45 
30.73 
Source Compiled From Annual Accounts of SBI Various Issue. 
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3.8.1 Total Assets Performance of SB! Bank 
Every asset on a bank's financial statement carries some risk of default or 
loss. The degree of risk the bank takes on usually affects the size of losses the 
bank eventually incurs. Measuring that risk is a critical part of understanding the 
potential for the bank to encounter difficulties or to perform well. Often market to 
market measuring the fair value of financial assets and liabilities of a bank that is 
an essential step to analyze the performance of a bank. 
Figure 3.6 
Total Assets of SBI from 2000-2001 to 2011-2012 
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Table 3.5 and figure 3.6 are showing the data regarding bank size of SBI, 
which were working in banking sector during the period of 2001-2012. Bank size 
means the total assets of the banks, which shows increasing trend over 12 years. 
The Total Assets of the Bank increased by 323.10 per cent from Rs 
315644.21 crores at the end of March 2001 to Rs 1335519.22 crores as at end 
March 2012. During the period, 2001 and 2012 the loan portfolio increased by 
663 per cent from Rs 113590.27 crores to Rs 867578.98 crores. Investments 
increased by 154.07 per cent from Rs 122876.49 crores to Rs 312197.61 crores 
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as at the end of March 2012. A major portion of the investment was in the 
domestic marl<et in government and other approved securities. 
3.8.2 Return on Assets 
Banking company's performance by the size of their assets is rather 
meaningless, unless one knows how well those assets put to work for investors. 
Figures.? 
Return on Assets of SBI from 2000-2001 to 2011-2012 
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The table 3.5 and figure 3.7 shows the performance of SBI in terms of 
return on assets. This shows increasing trend from the year ended 2001 to 
2012.AS the name implies, Return on Assets (ROA) gauges how efficiently a 
company can squeeze profit from its assets, regardless of size. A high ROA is a 
telltale sign of solid financial and operational performance. 
3.8.3 Credit Deposit and Investment Deposit Ratio 
The Credit Deposit Ratio reflects the managerial performance of the 
banks. After financial liberalization, most of the banks reported higher C-D Ratio. 
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For an emerging economy like India, it is vital to have sound financial 
intermediaries and commercial banking sector, which effectively mops up the 
savings available with the public and disburses credit to the productive sector in 
an efficient manner helping India to progress on the path of steady growth and 
prosperity. While investment by bank is also precious topic as this is also be out 
of deposits of bank hence investment and credit both affects the deposits. In 
2011-12, the series of incremental credit-deposit and investment-deposit ratios 
drifted away from each. Since 2001, banks showing growing preference for credit 
over investments. 
Figure 3.8 
Credit Deposit and Investment Deposit Ratio of SBI from 2001 to 2012 
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Figure 3.8 reflecting the outstanding credit-deposit ratio at end-March 
2001 was much lower at 46.78 per cent as compared to 83.12 per cent at end-
March 2012.Conversely; the Investment-deposit ratio was marginally higher at 
48.85 per cent at end-March 2010 as compared to 30.73 per cent at end 2012. 
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3.9 Trend of Profitability Ratio 
As the responsibility of a manager in any other profit generating institution, 
the same role have to performed by bank managers, he is to implement financial 
decisions that maximize shareholder value. For a publicly traded bank, value 
maximization implies maximization of stock price. It shows that profitability and 
stock price usually have a direct, positive correlation. Hence, it can be expected 
that highly profitable banks should have higher value. Financial Ratio analysis is 
a very useful diagnostic tool that can be used to assess the performance of 
different ownership on time series and cross sectional basis. There are five 
widely used measures in this study to measure the bank profitability i.e. Spread 
Ratio, (NIM) Net Interest Margin, (OIM) Operating Income Margin, (NOIM) Non-
Interest Margin, and (RONW) Return on Net Worth. 
Table 3.6 
SBI's Spread Ratio, NIIVI, ROE, NOIM, and RONW (2001 to 2012)i 
Year 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
2011-2012 
Spread Ratio 
2.66 
2,61 
2.65 
2.74 
3.03 
3.17 
2.83 
2.36 
2.16 
2.24 
2.66 
3.24 
NIM 
4.16 
3.92 
4.16 
4.53 
4.15 
3.71 
3.85 
3.87 
3.79 
3.82 
4.10 
4.37 
OIM 
62.93 
67.94 
66.38 
54.45 
55.15 
54.97 
63.96 
68.79 
69.61 
65.19 
58.96 
75.52 
NOIM 
0.09 
0.07 
0.07 
0.15 
0.17 
0.30 
0.19 
0.14 
0.11 
0.10 
0.09 
0.08 
RONW 
11.92 
15.97 
18.05 
21.64 
17.88 
15.94 
14.51 
13.72 
15.74 
13.90 
11.34 
13.92 
Note: NOIM- Non Interest Income to Total assets, NIM -Net Interest Margin 
RONW-Return on Net Worth, OIM=-Operating Income Margin 
Source Compiled From Annual Accounts of SBI Various Issue 
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3.9.1 Spread Ratio 
The spread (ratio) is the difference between the average ratios of interest 
income to assets and the average ratios of interest expended on liabilities. The 
spread ratio is a sort of a cushion for banks. Generally, the higher the spread 
ratio, the higher is the profitability, other conditions being equal. 
Figure 3.9 
Spread Ratio of SBI from 2001 to 2012 
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Tables.6 and figure 3.9 are describing the spread ratio of SBI and ICICI 
banks which were working in India during the period of 2000-2012. It is an 
income statement ratio and showing the gap between the rates charged on loans 
and paid on deposits and can be calculated by dividing the total interest earned 
with total interest paid.SBI had highest ratio in 2005-06 and lowest in 2008-09. 
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3.9.2 Net Interest Margin 
Banks have a number of measures, different from those used to analyze 
industrial companies that investors can use to evaluate performance. One of the 
most basic of these is the net interest margin. The net interest margin, also 
sometimes referred to as the net yield on interest-earning assets. The difference 
between the average interest rate on all of a bank's interest-earning assets and 
the interest rate on all of its sources of funds is usually called the net interest-rate 
spread. It is the bank's return on its assets that generate interest income. The net 
interest margin is not a measure of a bank's total profitability since most banks 
also earns fees and other non-interest income from providing services, like 
brokerage and deposit account services, and it does not take operating 
expenses, like personnel and facilities costs, or credit costs into account. The net 
interest margin can be used to track the profitability of a bank's investing and 
lending activities over a period. Like conventional profit margins, wider is better. 
Figure 3.10 
Net Interest Margin of SBI from 2001 to 2012 
Source: Compiled from table 3.8 
Table 3.6 and figure 3.10 are containing the data regarding net interest 
margin ratio of SBI bank which were working in India during the period of 2001-
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2012. It is an income statement ratio and can be calculated by dividing the net 
interest income with total assets to signify earning capacity of banking sector 
through core banking activities after utilization of all the assets. This ratio is high 
in 2003-04 as 4.53 and lowest in 2008-09 as 2.16. 
3.9.3 Operating Income Margin 
The operating margin is another measurement of management's 
efficiency. It compares the quality of as bank's activity to its competitors. A bank 
that has a higher operating margin than others in the industry is generally doing 
better as long as the gains didn't come by piling on debt or taking highly risky 
speculations with shareholders' money. The most common reason for high 
operating margins relative to competitors is a low-cost operating model, which 
means that a company can deliver merchandise or services to customers at 
much cheaper prices than competitors deliver and still make money. 
Figure 3.11 
Operating Income Margin of SBI from 2001 to 2012 
Source: Compiled from table 3.8 
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Tables.8 and figure 3.11 are demonstrating the data related to operating 
margin of SBI during the period of study i.e. 2001 to 2012. It reveals that in the 
year2005-06 SBI had highest ratio as 0.30 and in the two consequent years 
2001-02 and 2002-03 it had lowest ratio at 0.07. 
3.9.4 Non Interest Income to Total Assets 
This ratio denotes a bank's ability to earn from non-conventional sources 
in a liberalized environment; this ratio assumes significance of a bank. For, it 
mirrors a bank's ability to take full advantage of its operational freedom. 
Figure 3.12 
Non Interest Income to Total Assets of SBI from 2001 to 2012 
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Table 3.6 and figure 3.12 are depicting the data regarding non-interest 
expenses to total incomes of SBI, which were working in India during the period 
of 2001-2012.This ratio is used to know the management efficiency related to the 
resources application in the bank related to expenses. It can be calculated as 
non-interest expenses percentage to total incomes and also known as overhead 
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expense ratio. It depicts SBI having 0.09 per cent in 2000-01 and slightly 
decreased in 2012 at 0.08 per cent. 
3.9.5 Return on Net Worth. 
Return on net worth is one of the most important ratios used for measuring 
the overall efficiency of a bank.. This ratio is of great importance to the present 
and prospective shareholders as well as the management of the bank. As the 
ratio reveals how well the resources of the bank are being used, higher the ratio, 
better are the results. The inter-firm comparison of this ratio determines whether 
the investments in the bank are attractive or not as the investors would like to 
invest only where the return is higher. 
Figure 3.13 
Return on Net Worth of SBI from 2001 to 2012 
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Table 3.6 and figure 3.13 showing the data related to return on net worth 
of SBI Bank which are working in India during the year 2001-2012.During this 
period almost SBI Bank have steady return on net worth. SBI gives highest return 
in 2004-05 as 17.88 percent and lowest in the year2010-11 as 11.38 percent. 
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3.10 Liquidity Position 
Liquidity ratio, expresses a banks's ability to repay short-term creditors, 
made investment , to cover debt services out of its total cash. The liquidity ratio 
shows the relationship between cash-deposit and advances to total assets also . 
Under the period of study liquidity ratio is divided under 5 categories such as 
Cash-Deposit Ratio, Investment To Total Assets, Advances Total Assets, Debt 
To Total Assets And Debt-Service Ratio. 
Table 3.7 
Year 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
2011-2012 
Liquidity ratio of SBI (2001-2012) 
Cash 
Deposit 
ratio 
8.51 
7.86 
6.11 
5.17 
5.23 
5.15 
6.22 
8.29 
8.37 
7.56 
8.96 
5.18 
Investment 
to Total 
Assets 
38.93 
41.68 
45.85 
45.53 
42.86 
32.91 
26.33 
26.26 
28.61 
27.13 
24.15 
23.37 
Advance to 
Total 
Assets 
35.98 
34.69 
36.64 
38.72 
44,00 
52.98 
59.54 
57.76 
56.25 
59.99 
61.83 
64.96 
Debt to 
Total 
Assets 
80.33 
80.37 
81.26 
81.42 
83.98 
83.15 
83.58 
81.65 
82.51 
86.11 
86.09 
87.65 
Debts-
Service 
Ratio 
3.21 
4.66 
3.31 
1.91 
1.71 
1.90 
2.53 
3.24 
3.30 
2.35 
1.57 
3.66 
Source;Complied from Annual Accounts of SBI, Various Issue 
3.10.1 Cash Deposit Ratio 
Cash is the amount of money a bank should have available as a 
percentage of the total amount of money its customers have paid into the bank. 
This amount is calculated so that bank can be sure that they will be able to give 
the customers money whenever they want which is also one of the tools for 
performance 
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Figure 3.14 
Cash Deposit Ratio of SBI from 2001 to 2012 
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Table 3.7 and figure 3.14 are containing the data related to cash and bank 
balance to total asset of SBI banks, which were working in India during the period 
of 2001-201. 
3.10.2 Investment to Total Assets 
Investments include investments in government securities, shares, bonds, 
commercial papers, and debentures and other approved securities. 
Figure 3.15 
Investment to Total Assets of SBI from 2001 to 2012 
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Table 3.7 and figure 3.15 are showing the data related to investment to 
total assets of SBI bank, which was working in India during the period of 2001-
2011. This ratio is used to recognize the segment of total assets, which are used 
for investment in government. 
3=10.3 Advances to Total Assets 
Figure 3.16 
Advances to Total Assets SBI from 2001 to 2012 
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Tables.7 and Figure 3.16 are depicting the data regarding advances to 
total assets of SBI, which were working in India during the period of 2001-2012. 
This ratio used to identify existing relationship among advances of bank and its 
total assets, where SBI shows its positive trend during the period of study. 
3.10.4 Debt to Total Assets 
Measure used in the analysis of financial statements to show the amount 
of protection available to creditors. The ratio equals total liabilities divided by total 
stockholders' equity; also called debt to net worth ratio. A high ratio usually 
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indicates that the banl< has a lot of risl< because it must meet principal and 
interest on its obligations. Potential creditors are reluctant to give financing to a 
bank with a high debt position. However, the magnitude of debt depends on the 
type of business. For example, a bank has a high debt ratio but its assets are 
generally liquid. A utility can afford a higher ratio than a manufacturer because its 
earnings can be controlled by rate adjustments. 
Figure 3.17 
Debt to Total Assets of SBI from 2001 to 2012 
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Usually, book value is used to measure a firm's debt and equity securities 
in calculating the ratio. Market value may be a more realistic measure, however, 
because it takes into account current market conditions 
Table 3.7 and figure 3.17 are showing the data related to debt to total 
assets of SBI, which were working in India during the period of 2001-2012.Almost 
In this period SBI have debt to total assets in increasing trend. 
3.10.5 Debts-Service Ratio 
In banking industry, it is the amount of cash flow available to meet annual 
interest principal payments on debt, including sinking fund payments. 
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Figure 3.18 
Debts-Service Ratio of SB! from 2001 to 2012 
Debts-Service Ratio O Debts-Service Ratio 
ra 
u 
o 
\ 
©' :v^  .N^ 
.c?' 
0-' n> 
,c?^  
^ 
y 
.n> 
# 
y ,0? n> 
,cP^  
.y .y / .y 
y y" y> y 
<^' y y 
NO' 
y 
Years 
Source: Compiled from table 3.7 
Table 3.7 and figure 3.18 are showing the data related to debt service of 
SBI bank, which was working in India during the period of 2000-2012. This ratio 
is also known as debt to asset ratio, which is used to know that what percent of 
total assets are financed through debt. 
3.11 Nonperforming Assets 
The banking business is of mobilizing the deposits and utilizing it for 
lending to industry.NPA effects very much on banks, because profitability down 
due to NPA while when NPA is minimizes then banks gets relief. 
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Table 3.8 
NPA's of SBI (2001-2011) 
Year Year 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
(in per cent 
Net NPAs 
6.03 
5.63 
4.50 
3.48 
2.65 
1.83 
1.56 
1.78 
1.79 
1.72 
1.63 
Source; Complied from annual reports of SBI from the year 2000- 2011 
Figure 3.19 
Nonperforming Assets of SBI from 2001 to 2011 
Net NPAs ONNPA 
c 
E 
o 
\~ 
Q. 
C 
o 2 
^ 0 
f 1 
1 I , 
1 
... . ' 
li W n n n 1 1 1 
0) 
z fsO s \ ©^  £^ ^& J^ / ,:f" -^v^  
o^- ^^ ^- o^-
:^ .>^ ,:^^ rS^ 
^ fS 
'y ^y 
c^ .0 
.y 
^ oN 
^^ ' .0^^ 
.N 
^- ^^ ^0- ^^ ^^ ^O- ^0> 
Years 
Source: Complied from table 3.8 
Table 3.8 and figure 3.19 are showing the data regarding NPA to of SBI 
banks which were working in India during the period of 2001-2011. Non-
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performing assets to bank use this ratio to indicate the exposure. V\/hile the 
capital adequacy of SBI remained robust, there were some emerging concerns 
with regard to the important soundness indicator of banks of Nonperforming 
Assets (NPAs). Asset quality of Indian banks had generally seen a steady 
improvement as evident from a declining level of gross and net NPA ratio since 
1999. The gross NPA ratio of SBI placed at 12.93 per cent at end-March 2001 
had declined steadily to 3.28 per cent at end-March 20011. During the crisis year 
2008-09. However, during 2009-10, the gross NPA ratio showed an increase to 
6.64 per cent. After netting out provisions, and net NPA ratio of SBI decreased 
from 12.93 per cent at end-March 2001 to 3.28 percent at end-March 2011.which 
is a good sign of performance. 
3.12 Conclusion 
The present chapters deals the performance of SBI bank in India with 
reference to different parameter .It include the performance of SBI on the 
grounds of Total Assets, efficiency, profitability, Liquidity, leverage and assets 
quality ratios. Indeed the present chapter did not testify the significant difference 
between the two banks. Next chapter deals with the performance of ICICI bank 
and the next to next chapter deals with the analysis and interpretation of the data 
comprises the performance of SBI and ICICI Bank by using statistical tools to test 
the hypotheses of the study. 
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4.1 Introduction 
ICICI Bank was established in 1994 by the Industrial Credit and 
Investment Corporation of India, an Indian financial institution, as a wholly owned 
subsidiary. The parent company was formed in 1955 as a joint-venture of 
the World Bank, India's public-sector banks and public-sector insurance 
companies to provide project financing to Indian industry^ The bank was initially 
known as the Industrial Credit and Investment Corporation of India Bank, before 
it changed its name to the abbreviated ICICI Bank. The parent company was 
later merged into ICICI Bank. 
ICICI Bank launched internet banking operations in 1998^. ICICI's 
shareholding in ICICI Bank was reduced to 46 percent, through a public offering 
of shares in India in 1998, followed by an equity offering in the form of American 
Depositary Receipts on the NYSE in 2000. ICICI Bank acquired the Bank of 
Madura Limited in an all-stock deal in 2001 and sold additional stakes to 
institutional investors during 2001-02. 
In the 1990s, ICICI transformed its business from a development financial 
institution offering only project finance to a diversified financial services group, 
offering a wide variety of products and services, both directly and through a 
number of subsidiaries and affiliates like ICICI Bank. In 1999, ICICI become the 
first Indian company and the first bank or financial institution from non-Japan 
Asia to be listed on the NYSEl 
In 2000, ICICI Bank became the first Indian bank to list on the New York 
Stock Exchange with its five million American depository shares issue generating 
a demand book 13 times the offer size. 
In October 2001, the Boards of Directors of ICICI and ICICI Bank 
approved the merger of ICICI and two of its wholly owned retail finance 
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subsidiaries, ICICI Personal Financial Services Limited and ICICI Capital 
Services Limited, with ICICI Bank. The merger was approved by shareholders of 
ICICI and ICICI Bank in January 2002, by the High Court of Gujarat at 
Ahmadabad in March 2002, and by the High Court of Judicature at Mumbai and 
the Reserve Bank of India in April 2002^ 
In 2008, following the 2008 financial crisis, customers rushed to ATM's 
and branches in some locations due to rumors of adverse financial position of 
ICICI Bank. The Reserve Bank of India issued a clarification on the financial 
strength of ICICI Bank to dispel the rumors^. 
In 1955, The Industrial Credit and Investment Corporation of India Limited 
(ICICI) was incorporated at the initiative of World Bank, the Government of India 
and representatives of Indian industry, with the objective of creating a 
development financial institution for providing medium-term and long-term project 
financing to Indian businesses. In 1994, ICICI established Banking Corporation 
as a banking subsidiary^. Formerly known as Industrial Credit and Investment 
Corporation of India, ICICI Banking Corporation was later renamed as 'ICICI 
Bank Limited'. ICICI founded a separate legal entity, ICICI Bank, to undertake 
normal banking operations - taking deposits, credit cards, car loans etc. In 2001, 
ICICI acquired Bank of Madura (est. 1943). Bank of Madura was a Chettiar bank, 
and had acquired Chettinad Mercantile Bank (est. 1933) and lllanji Bank 
(established 1904) in the 1960s. In 2002, The Boards of Directors of ICICI and 
ICICI Bank approved the reverse merger of ICICI, ICICI Personal Financial 
Services Limited and ICICI Capital Services Limited, into ICICI Bank. After 
receiving all necessary regulatory approvals, ICICI integrated the group's 
financing and banking operations, both wholesale and retail, into a single entity. 
At the same time, ICICI started its international expansion by opening 
representative offices in New York and London. In India, ICICI Bank bought the 
Shimla and Darjeeling branches that Standard Chartered Bank had inherited 
when it acquired Grindlays Bank. 
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In 2003, ICICI opened subsidiaries in Canada and the United Kingdom 
(UK), and in the UK, it established an alliance with Lloyds TSB. It also opened an 
Offshore Banking Unit (OBU) in Singapore and representative offices in Dubai 
and Shanghai''. In 2004, ICICI opened a representative office in Bangladesh to 
tap the extensive trade between that country, India and South Africa. In 2005, 
ICICI acquired Investitsionno-Kreditny Bank (1KB), a Russia bank with about 
US$4mn in assets, head office in Balabanovo in the Kaluga region, and with a 
branch in IVIoscow. ICICI renamed the bank ICICI Bank Eurasia. Also, ICICI 
established a branch in Dubai International Financial Centre and in Hong Kong. 
In 2006, ICICI Bank UK opened a branch in Antwerp, in Belgium. iCICI opened 
representative offices in Bangkok, Jakarta, and Kuala Lumpur. In 2007, ICICI 
amalgamated Sangli Bank, which was headquartered in Sangli, in Maharashtra 
State, and which had 158 branches in Maharashtra and another 31 in Karnataka 
State. Sangli Bank had been founded in 1916 and was particularly strong in rural 
areas. With respect to the international sphere, ICICI also received permission 
from the government of Qatar to open a branch in Doha. Also, ICICI Bank 
Eurasia opened a second branch, this time in St. Petersburg. In 2008, The US 
Federal Reserve permitted ICICI to convert its representative office in New York 
into a branch. ICICI also established a branch in Frankfurt. In 2009, ICICI made 
huge changes in its organisation like elimination of loss making department and 
retrenching outsourced staff or renegotiate their charges in consequent to the 
recession. 
4.2 Background of ICICI Bank 
ICICI Bank is the second largest Scheduled Commercial Bank in India 
while it is the largest Private Sector Bank in terms of balance sheet size with total 
assets of Rs 251388.95 crore as on March 2006 and Rs 473647.10 crore in 
March 2012. Together with its subsidiaries, the bank offers number of products 
and. services in the areas of commercial banking to retail and corporate 
customers (both domestic and international), treasury and investment banking 
and other products like insurance. ICICI Bank was founded in 1994 by ICICI Ltd., 
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which was then the country's leading development finance institution. ICICI Bank 
has all-stock amalgamation of ICICI, a long-term financial institution and two of 
its subsidiaries, ICICI Personal Financial Services and ICICI Capital Services 
with itself, which was effective in 2002. In 2001, ICICI Bank acquired Bank of 
Madura, an old private sector bank, in all-stock merger. ICICI bank is a leading 
player in the retail banking market and services its large customer base through 
a network of over 2,752 branches and extension counters and 9,006 ATMs. 2001 
onwards, it identified international banking as a key opportunity, aiming to cater 
to the cross-border needs of clients and leverage its domestic banking strengths 
to offer products internationally. The bank has made significant progress in the 
international business since it set up its first overseas branch in Singapore in 
2003. The bank has total staff strength of around. In addition to this, the bank has 
number of Direct Selling Agents (DSA) who works on commission basis. The 
bank is listed on the Bombay Stock Exchange and National Stock Exchange, 
while its ADRs are listed on the New York Stock Exchange. ICICI Bank group 
accounts for around 25% of the total retail business of the banking industry in 
India. With this type of strong base, ICICI Bank has displayed a robust 
performance in the last few years in scaling up its efficiency levels. The bank 
continues to find new business opportunities and execute them aggressively in a 
rapidly growing economy, creating significant long-term value. Profitability 
remains below that of its peers, but is improving.^ 
Chart 4.1: Key Business Areas of Operations the Bank 
RETAIL BANKING 
ICICI BANK 
I 
CORPORATE 
BANKING 
INTERNATIONAL 
BANKING RURAL BANKING 
Source: ICICI Bank, Global Research 
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4.2.1 Retail Banking 
Retail banking has immense opportunities in a growing economy like 
India. As the growth story gets unfolded in India, retail banking is going to 
emerge as a major growth driver for the banking industry. The rise of the Indian 
middle class is an important contributing factor in this regard. The percentage of 
middle to high income Indian households is expected to rise sharply, going 
forward. The younger population not only wields increasing purchasing power, 
but as far as acquiring personal debt is concerned, they are perhaps more 
comfortable than previous generations. Improving consumer purchasing power, 
coupled with more liberal attitudes toward personal debt, is contributing to India's 
retail banking segment. The combination of the above factors promises 
substantial growth in the retail sector, which at present is in the nascent stage. 
The Retail Banking Group of the ICICI Bank is responsible for products and 
services for retail customers and small enterprises including various credit 
products, liability products, distribution of third party investment and insurance 
products and transaction banking services. ICICI Bank was among the first banks 
to identify the growth potential of retail credit in India. Over the last few years the 
banking system as a whole has seen significant expansion of retail credit, with 
retail loans accounting for a major part of overall systemic credit growth. The 
bank believes that the systemic growth is driven by sound fundamentals, namely, 
rising income levels, favourable demographic profile and wide availability and 
affordability of credit. At the same time, the retail credit business requires a high 
level of credit and analytical skills and strong operations processes backed by 
technology. The retail strategy of the bank is centered on a wide distribution 
network, leveraging its branches and offices, direct marketing agents and deal 
and real estate developer relationships a comprehensive and competitive product 
suite; technology-enabled back-office processes and a robust credit and 
analytical framework. 
Presently, ICICI Bank is the largest provider of retail credit in India. In 
fiscal 2012, it maintained and enhanced its market leadership in every segment 
of the retail credit business, including home loans, car loans, personal loans and 
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credit cards. Cross-selling new products and also the products of its life and 
general insurance subsidiaries to its existing customers is a key focus area for 
the bank. Cross-sell allows the bank to deepen its relationship with its existing 
customers and helps it reduce origination costs as well as earn fee income. Its 
branches and other online channels are increasingly becoming important points 
of sale for its insurance subsidiaries. ICICI Bank is expected to continue to focus 
on cross-sell as a means to improve profitability and offer a complete suite of 
products to its customers.® 
4.2.2 Corporate Banking 
The corporate banking division provides comprehensive and customized 
financial solutions to the banks' corporate customers. This segment offers a 
complete range of corporate banking products including rupee and foreign 
currency debt, working capital credit, structured financing, syndication and 
transaction banking products and services. ICICI bank is having focused 
relationship with the top 500 large corporate under this. In recent years, the bank 
has witnessed substantial demand for credit from the corporate sector. The 
bank's international presence and deep corporate relationships has helped it to 
work closely on important overseas acquisitions made by Indian companies and 
some of the largest infrastructure projects in India. The above strategies enabled 
the bank to achieve robust growth in its fee income in recent years. ICICI Bank 
believes that it is well placed to capitalize on these opportunities by combining its 
domestic and international balance sheets, and credit and structured financing 
expertise. 
4.2.2.1 Small and Medium Enterprises 
ICICI bank believes in the franchise model for the small enterprises 
segment and has significantly enhanced its franchise in this segment. As matter 
of strategy, the bank has focused on customer convenience in transaction 
banking services, as well as working capital loans to suppliers or dealers of large 
corporations, and clusters of small enterprises that have a homogeneous profile. 
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During recent years, the bank has doubled its customer base and had expanded 
its reach to 110 locations covering 480 branches of the bank from which it serves 
small and medium enterprises, increased the number of products offered and 
clusters covered and achieved robust growth in business volumes^°. We believe 
that the bank is trying its best to grow its SME business model by creating a 
scalable business, developing a comprehensive product suite focused on SMEs, 
strengthening its risk management models and supporting the SME eco-system 
by fulfilling their requirements in a fast changing business environment. 
4.2.2.2 Project Finance 
The Indian economy is witnessing resurgence in investment activity with 
companies undertaking both brown field and green field expansions across 
sectors like infrastructure, oil & gas, manufacturing, etc. ICICI Bank is uniquely 
positioned to meet the funding requirements of companies by leveraging its 
domestic and overseas presence to offer innovative financing solutions. The key 
to its project finance proposition is its constant endeavor to add value to the 
projects through financial structuring to ensure bankability of such projects. 
These services are backed by strong due diligence and structuring skills and 
extensive relationships with various international sponsors and consultants. 
Equal emphasis is laid on ensuring debt structuring. 
4.2.3 International Banking 
Few years back, ICICI Bank had identified international banking as a key 
opportunity, aiming to cater to the cross-border needs of clients and leverage its 
domestic banking strengths to offer products internationally. The bank has made 
significant progress in the international business since it had set up its first 
overseas branch in Singapore in 2003. Currently, the bank has operations in 17 
countries. The bank strengthened its international private banking offering to 
service the wealth management needs of the large and growing population of 
affluent and high net worth customers. With a portfolio of in-house and third party 
products, the bank has created a holistic product suite across the entire risk 
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spectrum starting from deposits and bonds to the more complex structured 
derivative products, private equity and real estate. The bank entered into 
alliances with leading international product providers to offer private banking 
solutions. 
4.2.4 Rural Banking 
Under its rural banking strategy, ICICI Bank has adopted a holistic 
approach to the financial services needs of various segments of the rural 
population, by delivering a comprehensive product suite encompassing credit, 
transaction banking, deposit, investment and insurance, through a range of 
channels. Rural delivery channels include branches, internet, franchisees and 
micro-finance institution partners. The rural economy represents a large latent 
demand for financial services including credit products, savings products, 
investment products and risk mitigation products like insurance. However, the 
delivery of financial services in rural areas presents a set of unique challenges. 
The bank has formulated a comprehensive strategy for rural, micro-banking and 
agri-business, encompassing a range of products and channels, with the twin 
objectives of meeting the needs of the rural economy while building a sustainable 
business model. The bank has adopted an integrated approach to agricultural 
financing by addressing the entire value chain from production to consumption 
with a deep sectoral focus. The bank is continually in process to explore all the 
business opportunities in the integration of the value chain, including the creation 
of rural infrastructure like cold storage facilities and warehouses. The bank offers 
a comprehensive suite of products for all customer segments operating in the 
rural areas - corporate, small and medium enterprises, farmers and traders. The 
bank's six primary credit products for the rural retail segment are - micro-finance 
loans, farmer financing, working capital financing for agri-enterprises, farm 
equipment financing, commodity based financing and jewel loans. Other financial 
services like savings, investment and insurance customized for the rural segment 
complete the entire range of offerings. The channel strategy envisages multiple 
channels catering to all segments of the rural population. 
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4.3 Evolutionary Path of ICICI Bank 
Year Milestone 
1955 The Industrial Credit and Investment Corporation of India Limited (ICICI) 
incorporated at the initiative of the World Bank, the Government of India and 
representatives of Indian Industry. 
1960 ICICI building at 163, Backbay Reclamation, inaugurated. 
1967 ICICI made its first debenture issue for INR 60 million, which was 
oversubscribed 
1969 The first two regional offices in Calcutta and Madras set up 
1977 ICICI sponsored the formation of Housing Development Finance 
Corporation. Managed its first equity public issue. 
1986 ICICI became the first Indian institution to receive ADB Loans 
1993 ICICI Securities and Finance Company Limited in joint venture with J.P. 
Morgan set up 
1994 ICICI Bank set up Through the merger of Industrial Credit and Investment 
Corporation of India Ltd (ICICI) and Shipping Credit and Investment Corporation 
of India Ltd (SCICI) by their initial capital contribution of 75:25 respectively 
1997 The name The Industrial Credit and Investment Corporation of India Ltd. 
Changed to ICICI Ltd and ICICI Ltd announced the takeover of ITC Classic 
Finance. 
1999 ICICI Bank was listed on the NYSE through an issue of American 
Depositary Shares. 
2000 ICICI Bank announces merger of Bank of Madura 
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2001 The Boards of ICICI Ltd. and ICICI Bank approved the merger of ICICI 
with ICICI Bank. 
2002 ICICI Ltd. merged with ICICI Bank 
2003 ICICI Bank announced the setting up of its first ever offshore branch in 
Singapore The first offshore banking unit (OBU) at Seepz Special Economic 
Zone, Mumbai, launched 
ICICI Bank's representative office inaugurated in Dubai Representative office 
set up in China 
ICICI Bank's UK subsidiary launched ICICI Bank subsidiary set up in Canada 
2004 Mobile Banking Service in India launched in association with Reliance 
Infocomm India's first multi-branded credit card with HPCL and Airtel launched 
2005 First Indian company to make a simultaneous equity offering of $ 1.8 
billion in India, the United States and Japan Acquired Ivestitsionno Kreditny 
Bank of Russia ICICI Bank became the largest bank in India in terms of its 
market capitalization 
2006 ICICI Bank subsidiary set up in Russia Representative offices opened in 
Thailand, Indonesia and Malaysia 
2007 Sangli Bank amalgamated with ICICI Bank ICICI Bank signed a multi-
tranche dual currency US$ 1.5 billion syndication loan agreement in Singapore 
ICICI Bank Eurasia LLC inaugurated its first branch at St Petersburg, Russia 
2008 ICICI Bank enters US, launches its first branch in New York ICICI Bank 
enters Germany, opens its first branch in Frankfurt ICICI Bank announces in 
May 2008 to open 4 new offices in USA 
Source: ICICI Bank "About Us" ICICI.com {http://www.icicibank.com/aboutus/about-
us.html). 
152 
Chapter 4 Financial Performance Evaluation of ICICI Bank 
4.4 Growth and Development of ICICI Bank 
It is imperative to know about the financial performance of ICICI Bank from 
1990-91 to 2011-12, how it reached to the storm of financial sector reform while 
continuously holding a position in the Indian Commercial Banking World. ICICI 
Bank growth and development were based on key responsibility areas of deposit 
mobilization, credit deployment, NPA, profitability and productivity. 
4.4.1 Deposit mobilization of ICICI Bank 
As we already discuss about Deposit mobilization which is a primary 
function of a commercial bank. Deposit mobilization by banks plays a key role not 
only as an important source of funds for banks but also instruments for promoting 
saving and banking habits among people. Deposit is essential raw material for 
banking industry. ICICI Bank inspite of being private banks has been showing 
outstanding performance in the area of deposit mobilization. 
The deposit of the ICICI Bank was Rs 9,866.02 crore at the end of its year 
of 2000 after the 5 years of infancy. It crossed the Rs 100000 crore marks in the 
year 2006.From 2006 onwards, within a period of one year; deposit crossed Rs 2 
lakhs crore with a high growth rate. 
In the end of March 2003 the deposit of ICICI Bank were Rs 48,169.31 
crore. By the end of March 2011 the deposits of ICICI Bank were Rs 225,602.11 
crore and recently in March 2012 are Rs 255,499.96 crore. In the post reform era 
ICICI Bank has mobilized deposits rapidly through new product innovations and 
introducing e- commerce, Internet banking, ATMs etc. 
4.4.2 Credit Deployment of ICICI Bank 
Banks are the intermediate institutions which supply lubricants in the form 
of loans and advances to the industry, trade and commerce of the country for 
their smooth functioning. The success of a Bank depends to a large extent upon 
its effective management of loan portfolio as earlier it was discussed. If loans of 
bank are not channeled in the proper directions, they will not only adversely 
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affect the economic activities in the country but would also endanger the safety of 
deposit and existence of the banks themselves. ICICI Bank is the biggest private 
bank in India. It recorded a tremendous growth in its advance since its 2000 after 
5 years of inception. It advance were just Rs 3,657.34 crore in December 2000, 
which reached a level of Rs 253,727.66 Crore the year ending March 2012 
recording a growth of 69.37 times in a period of 12 years 
4.4.3 Credit Deposit Ratio of ICICI Bank 
As bank's Managerial performance can be ascertained in terms of credit -
deposit ratio and cash deposit ratio in percentage. The Credit Deposit Ratio 
reflects the management performance of the banks. It can be seen after financial 
liberalization, most of the private banks and public banks reported higher C-D 
ratio. 
Table 4.1 
Deposit, Advances Credit-Doposit Ratio of ICICI Bank (2000-2012) 
Year 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
Deposit 
(Rs in Crore) 
9,866.02 
16,378.21 
32,085.11 
48,169.31 
68,108.58 
99,818.78 
165,083.17 
230,510.19 
244,431.05 
218,347.82 
202,016.60 
225,602.11 
255,499.96 
Advances 
(Rs in Crore) 
3,657.34 
7,031.46 
47,034.87 
53,279.41 
62,095.52 
91,405.15 
146,163.11 
195,865.60 
225,616.08 
218,310.85 
181,205.60 
216,365.90 
253,727.66 
C/D Ratio 
37.07 
42.93 
146.59 
110.60 
91.17 
91.57 
88.54 
84.97 
92.30 
99.98 
89.69 
95.90 
99.30 
Source: Annual Accounts of ICICI Bank, Various Issues 
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Table 4.1 shows the Credit Deposit Ratio of ICICI Bank from 1999-2000 to 
2011-12. The Credit Deposit Ratio of ICICI Bank since 2000 shows a definite 
declining trend .The C-D Ratio of the bank rose from 37.07 per cent in 2000 to 
99.30 by the end of March 2012. 
4.4.4 Profitability of ICICI Bank 
Profit is the financial return or reward that entrepreneurs aim to achieve to 
reflect the risk that they take. It is also an important sources of finance for a 
business Profit is a prime motive for any business but it a life to a private 
business. The most important function of profit is the establishment of viability of 
operations and continued stability of the originations it has to be appreciated that 
the banks are commercial organizations and they cannot compromise profitability 
while fulfilling social obligations and playing a development role in an economy. 
In fact, profit is an index of their operational efficiency and, therefore, it become 
necessary to prepare a budget to achieve profit both at the micro and macro 
levels since the banking sector reform have been set in motion, there had been a 
shift of emphasis from development or social banking to commercially viable 
banking; the Net Profit of ICICI Bank during the period 1999-2000 to 2011-2012 
is shown in table 3.3. The percentage change is calculated based on the 
previous year. The Total Income of the Bank for 2011-12 stood at Rs 120872.90 
crores as compared to 8022.38 crores in 1990-91 registering an excellent growth 
of 1406.69%. The Bank has posted a Net Profit of 11686 crores for 2011-12 as 
compared to Rs 107 crores in 1990-91 registering a growth of 10821%. Total 
Expenditure increased by 1287% attributable to higher staff cost and other 
overall expenses. 
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Table 4.2 
Profitability of ICICI Bank 2000-2012 (By the End of March 
Rs crore 
Year 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
Total 
Income 
(Rs) 
1,046.92 
1,462.47 
2,741.19 
12,526.78 
11,958.96 
12,826.12 
18,821.12 
29,957.24 
39,667.19 
39,210.31 
32,999.36 
33,082.96 
41,450.75 
%of 
Change 
~ 
39.62 
87.43 
356.98 
-4.53 
7.25 
46.74 
59.16 
32.41 
-1.15 
-15.84 
2.53 
25.29 
Total 
Expenditure(Rs) 
941.62 
1,290.90 
2,473.73 
11,320.59 
10,321.86 
10,820.92 
16,281.03 
26,847.02 
35,509.47 
35,452.17 
28,974.37 
27,931.58 
34,985.50 
%of 
Change 
— 
37.09 
91.66 
357.63 
-8.82 
4.83 
50.45 
64.89 
32.26 
-0.16 
-18.27 
-3.59 
25.25 
Net 
Profit 
(Rs) 
105.30 
171.57 
267.45 
1,206.18 
1,206.18 
2,005.20 
2,540.07 
3,110.22 
4,157.73 
3,758.13 
4,024.98 
5,151.38 
6,465.26 
%of 
Change 
~ 
62.93 
55.92 
350.99 
35.72 
22.48 
26.67 
22.44 
33.67 
-9.61 
7.10 
27.98 
25.50 
Source: Annual Accounts of ICICI Bank, Various Issues 
A glance at Table 4.2 reveals that the net profit recorded the highest 
growth rate of 61.33 times by the year ending 2012 from the year 2000. Another 
important observation is that, during the 2009, the bank recorded a negative 
growth of 9.61 per cent in Net Profit. Whereas, the total expenditure also 
increase with total income. Total Income increases 39.59 times from the year 
2000 to 2012, this total income shows negative growth rate in the consecutive 
year 2010 and 2011 as 1.15 and 15.84 respectively, as expenditure increases 
37.15 times over the period of study. 
4.4.5 Productivity of ICICI Bank 
The productivity ratio indicate how best the manpower is utilized how 
effectively the branches are being managed and o what extent all the resources 
are exploited. It is a relation of an output of an activity and an input of resources. 
One aspect of productivity is the measurement of a Business (deposits + 
advances) per Branch and the other aspects is Business level per Employee 
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Table 4.3 
Productivity of ICICI Bank 2000-2012 
(Rs Crore) 
Year 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
Volume Of 
Business(Rs) 
23409.67 
79119.98 
101448.72 
130204.10 
191223.93 
311246.28 
426375.79 
470047.13 
436658.67 
383222.2 
441968.01 
409227.62 
Number 
of 
Branches 
~ 
359 
392 
419 
515 
569 
716 
1271 
1432 
1719 
2564 
2768 
Number 
of 
Employee 
~ 
7726 
11544 
13609 
18029 
25384 
33321 
40686 
34596 
35256 
56969 
58276 
Business 
per Branch 
(BPB) (Rs) 
~ 
220.38 
258.79 
310.74 
371.30 
547.01 
595.49 
369.82 
304.92 
222.93 
172.37 
147.84 
Business 
Per 
Employee 
(BPEHRs) 
— 
10.24 
8.79 
9.57 
10.61 
12.26 
12.79 
11.55 
12.62 
10.86 
7.76 
7.02 
Source: Compiled from Annual Accounts of ICICI Bank, Various Issue. 
Table 4.3 exposes their productivity in ICICI Bank both in terms of per 
Branch and per Employee. The Business per Branch and per Employee had 
been showing a continuously increasing during the period 2001-2007 afterwards 
decreasing until end of March 2012. The Business per Branch (BPB) reached a 
maximum level of Rs 595.49 crore by the end 2007. 
It indicates how well the bank's branches were being managed and 
reflected on the degree of productivity of a branch. The business Per Employee 
(BPE) varied from Rs 10.24 crore to Rs 7.02 crore during the period. It is also 
increased and decreased over the period. It indicates the degree of employee 
(labour) productivity of the bank. 
The performance of bank is judged by the branch expansion. ICICI Bank 
gives tremendous increment in the number of branches from the year 2001 to 
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march 2012. After banking reform, nearly two decades there had been massive 
branch expansion primarily with the objective of covering the unbanked centre in 
the rural and semi rural centre, coupled with intensive branch network in metro 
urban centre to sustain profitability. In the decade of 1990's i.e. reform period it 
was felt that haphazard growth should be contains and these should be 
qualitative network in branch expansion. The Narasimham Committee 
Recommended that branch licensing be abolished and the matters of opening 
and closing branches are left to commercial judgment of individual bank. This 
recommendation was partly implemented. Although branch licensing has not 
been abolished, greater operational freedom has been given to individuals bank 
to open certain specialized branches as well as expanding branches in more 
systematic way in its geographically spread, off late the banking system has 
been increasingly looking towards technology based delivery channels and 
progressive reduction of physical branches to the extent possible. The 
Narasimham Committee Recommended that branch licensing be abolished and 
the matters of opening and closing branches are left to commercial judgment of 
individual bank. This recommendation was partly implemented. Although branch 
licensing has not been abolished, greater operational freedom has been given to 
individuals bank to open certain specialized branches as well as expanding 
branches in more systematic way in its geographically spread, off late the 
banking system has been increasingly looking towards technology based delivery 
channels and progressive reduction of physical branches to the extent possible. 
4.5 Financial Performance of ICICI Bank 
Hence, the financial performance of ICICI Bank can be classified under 
some parameters same as for SBI which are classified as Bank Size, Profitability, 
Liquidity, and Assets Quality Each Parameter is discussed under some ratios for 
the specific period of study, which is as follows. 
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• Bank Size 
1 Total Assets Performance 
2 Return on Assets 
3 Credit Deposit Ratio 
4 Investment Deposit Ratio 
• Profitability 
1 Spread Ratio 
2 Interest Margin Ratio 
3 Operating Income Margin 
4 Non -Interest Income to Total Assets 
5 Return on Net Worth 
• Liquidity 
1 Cash Deposit Ratio 
2 Investment to Total Assets 
3 Advances to Total Assets 
4 Debt to Total Assets 
5 Debt-Service Ratio 
• Assets Quality 
1 Net NPA Ratio 
4.6 Bank Size 
The bank size is considered under this study through Total Assets, Return 
on Assets and Credit Deposit Ratio. Table 4.4 shows the performance of ICICI 
Bank from 2001 to 2012 in terms of bank size. 
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Table 4.4 
ICICI Bank'sTotal Assets, ROA.Credit-Deposit Ratlo(2001-2012) 
Year 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
2011-2012 
Total assets 
19736.6 
104109.92 
106811.95 
125228.9 
167659.4 
251388.95 
344658.11 
399795.07 
379300.96 
363399.71 
406233.67 
473647.10 
ROA 
7.47 
2.62 
11.73 
9.64 
7.65 
7.67 
8.39 
10.65 
4.81 
8.75 
8.03 
8.66 
Credit-
deposit 
Ratio 
42.93 
146.59 
110.60 
91.17 
91.57 
88.54 
84.97 
92.30 
99.98 
89.69 
95.90 
99.30 
l-D Ratio 
48.02 
90.95 
88.91 
67.27 
55.52 
46.07 
41.15 
42.68 
46.35 
53.28 
59.77 
61.16 
Source Compiled From Annual Accounts of ICICI Bank Various Issue 
4.6.1 Total Assets Performance of ICICI Bank 
As already discussed that every asset on a bank's financial statement 
carries some risk of default or loss and degree of risk the bank takes on usually 
affects the size of losses the bank eventually incurs. This measuring that risk is a 
critical part of understanding the potential for the bank to encounter difficulties or 
to perform well. Often market to market measuring the fair value of financial 
assets and liabilities of a bank, this is an essential step to analyze the 
performance of a bank. 
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Figure 4.1 
Total Assets of ICICI Bank (2001-2012) 
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Table 4.4 and figure 4.1 are showing the data regarding bank size of ICICI 
Bank which were working in banking sector during the period of 2001-2012. Bank 
size means the total assets of the banks, which shows increasing trend over 12 
years The Total Assets of the Bank increased by 2299.84 per cent from Rs 
19736.6 crores at the end of March 2001 to Rs 473647.10 crores as at end 
March 2012. During the period, 2001 and 2012 the loan portfolio increased by 
439.44 per cent from Rs 47034.87 crores to Rs 253727.66 crores. Investments 
increased by 344.56 per cent from Rs 35891.08 crores to Rs 159560.04 crores 
as at the end of March 2012. 
4.6.2 Return on Assets 
Banking company's performance is judge by the size of their assets. It is 
rather meaningless, unless one knows how well those assets are put to work for 
investors properly and efficiently As the name implies, Return on Assets (ROA) 
gauges how efficiently a company can squeeze profit from its assets, regardless 
of size. A high ROA is a telltale sign of solid financial and operational 
performance. 
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Figure 4.2 
Return on Assets of ICICI Bank (2001-2012) 
Source: Compiled from table 4.4 
The table 4.4 and figure 4.2 shows the performance of ICICI Bank in terms 
of return on assets. This shows increasing trend from the year ended 2001 to 
2012. 
4.6.3 Credit Deposit and Investment Deposit Ratio 
As already discussed in chapter 3 the Credit Deposit Ratio reflects the 
management performance of the banks. It can be seen after financial 
liberalization, most of the banks reported higher C-D Ratio. For an emerging 
economy like India, it is vital to have sound financial intermediaries and 
commercial banking sector, which effectively mops up the savings available with 
the public and disburses credit to the productive sector in an efficient manner 
helping India to progress on the path of steady growth and prosperity. As 
investment by bank is also precious topic as this is also be out of deposits of 
bank hence investment and credit both affects the deposits. In 2011-12, the 
series of incremental credit-deposit and investment-deposit ratios drifted away 
from each other since 2001 reflecting banks' growing preference for credit over 
investments. 
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Figure 4.3 
Credit Deposit and Investment Deposit Ratio of ICICI Bank 
(2001-2012) 
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Figure 4.3 shows the outstanding credit-deposit ratio at end-March 2001 
was much lower at 42.93 per cent as compared to 99.30 per cent at end-March 
2012.Conversely; the investment-deposit ratio was marginally lower at 48.02 per 
cent at end-March 2001 as compared to 61.16 per cent at end 2012. 
4.7 Profitability of ICICI Bank classified under study as spread ratio, net 
interest margin, operating income margin, non interest to total assets and return 
to net worth. This ratio shows the profitability of banks considering each Variable 
affecting profit. 
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Table 4.5 
ICICI Bank's Spread Ratio, NIM, ROE, NOIM, and RONW (2001 to 2012) 
Year 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
2011-2012 
Spread Ratio 
2.05 
0.57 
1.33 
1.50 
1.69 
1.67 
1.93 
1.83 
2.21 
2.23 
2.22 
2.27 
NIM 
3.89 
1.86 
3.52 
3.88 
3.60 
3.78 
4.06 
4.29 
3.99 
4.08 
4.01 
3.89 
OIM 
83.43 
67.94 
59.41 
65.01 
60.39 
53.90 
61.22 
64.41 
65.09 
65.10 
65.71 
71.87 
NOIM 
0.04 
0.03 
0.54 
0.39 
0.31 
0.22 
0.10 
0.02 
0.08 
0.08 
0.07 
0.03 
RONW 
13.94 
6.76 
17.38 
20.93 
18.86 
14.33 
13.17 
8.80 
7.55 
7.53 
9.35 
10.70 
Note: NOIM- Non Interest Income to Total Assets, NIM -Net Interest Margin 
RONW-Return on Net Worth and OIM--Operat\ng Income Margin 
Source Compiled From Annual Accounts of ICICI Bank, Various Issue 
4.7.1 Spread Ratio 
The spread (ratio) is the difference between the average ratios of interest 
income to assets and the average ratios of interest expended on liabilities. The 
spread ratio is a sort of a cushion for banks. Generally, the higher the spread 
ratio, the higher is the profitability, other conditions being equal. 
Figure 4.4 
Spread Ratio of ICICI Bank (2001-2012) 
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Table 4.5 and figure 4.4 are describing the spread ratio of ICICI bank, 
which were working in India during the period of 2001-2012. It is an income 
statement ratio and showing the gap between the rates charged on loans and 
paid on deposits and can be calculated by dividing the total interest earned with 
total interest paid ICICI had highest ratio in 2011-12 and lowest in 2001-2002. 
4.7.2 Net Interest Margin 
Banks have a various number of measures, different from those used to 
analyze industrial companies that investors can use to evaluate performance. 
One of the most basic of these is the net interest margin. The difference between 
the average interest rate on all of a bank's interest-earning assets and the 
interest rate on all of its sources of funds is usually called the net interest-rate 
spread. The spread doesn't take into account the size of the interest-earning 
asset base. The margin, which does, can change when the interest-earning asset 
base expands or contracts. It is the bank's return on its assets that generate 
interest income. Like conventional profit margins, wider is better. 
Figure 4.5 
Net Interest Margin of ICICI Bank (2001-2012) 
Source: Compiled from table 4.5 
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Table 4.5 and figure 4.5 are containing the data regarding net interest 
margin ratio of ICICI Bank, which is working in India during the period of 2001-
2012. It is an income statement ratio and can be calculated by dividing the net 
interest income with total assets to signify earning capacity of banking sector 
through core banking activities after utilization of all the assets. This ratio is high 
in 2007-08 as 4.29 and lowest as 1.86 in 2001-2002. 
4.7.3 Non Interest Income to Total Assets 
This ratio denotes a bank's ability to earn from non-conventional sources 
in a liberalized environment; this ratio assumes significance of a bank. For, it 
shows a bank's ability to take full advantage of its operational freedom, for both 
private sector and public sector bank. 
Figure 4.6 
Non-Interest Income to Total Assets of ICICI Bank (2001-2012) 
Source: Compiled from table 4.5 
Table 4.5 and figure 4.6 are depicting the data regarding non-interest 
expenses to total incomes of ICICI Bank which were working in India during the 
period of 2001-2011. This ratio is used to know the management efficiency 
related to the resources application in the bank related to expenses. This shows 
ICICI Bank shows 0.04 per cent in 2000-01 and slightly decreased in 2012 at 
0.03 per cent. 
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4.7.4 Return on Net Worth 
Return on net worth is one of the most important ratios used for measuring 
the overall efficiency of a bank. As the primary objective of every bank is to 
maximize its earnings, this ratio indicates the extent to which the primary 
objective of commercial bank being achieved. This ratio is of great importance to 
the present and prospective shareholders as well as the management of the 
bank. As it reveals how well the resources of the bank are being used, higher the 
ratio, better are the results. The inter-firm comparison of this ratio determines 
whether the investments in the bank are attractive or not as the investors would 
like to invest only where the return is higher. 
Figure 4.7 
Return on Net Worth of ICICI Bank (2001-2012) 
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Table 4.5 and figure 4.13 showing the data related to return on net worth 
of ICICI Bank which are working in India during the year 2001-2012.During this 
period almost ICICI Bank have steady return on net worth. ICICI Bank gives 
highest return in 2003-04 as 20.93 per cent and lowest in the year 2011-12 as 
6.76 per cent. 
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4.7.5 Operating Income Margin 
The operating margin is one of measurement of management's efficiency. 
It compares tine quality of as bank's activity to its competitors. A bank that has a 
higher operating margin than others in the industry is better as long as the gains 
didn't come by piling on debt or taking highly risky speculations with 
shareholders' money. The most common reason for high operating margins 
relative to competitors is a low cost operating model, which means that a 
company can deliver merchandise or services to customers at much cheaper 
prices than competitors and still make money. 
Figure 4.8 
Operating Income Margin of ICICI Bank (2001-2012) 
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Table 4.5 and figure 4.11 are demonstrating the data related to operating 
margin of ICICI Bank during the period of study i.e. 2001 to 2012. It reveals that 
in the year 2005-06 ICICI Bank had highest ratio as 83.43 and in year 2005-06 it 
had lowest ratio at 53.90. 
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4.8 Liquidity Position of ICICI Bank 
Table 4.6 
Liquidity ratio of ICICI Bank (2001-2012) 
Year 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
2011-2012 
Cash 
Deposit 
ratio 
7.44 
6.20 
8.30 
8.85 
7.00 
5.77 
6.99 
10.12 
10.13 
10.72 
11.32 
8.60 
Investment 
to Total 
Assets 
41.48 
43.47 
33.20 
34.13 
30.11 
28..46 
26.48 
27.88 
27.17 
33.27 
33.15 
33.68 
Advance to 
Total 
Assets 
35.62 
45.18 
49.88 
49.58 
54.52 
58.14 
56.82 
56.43 
57.56 
49.86 
53.26 
53.56 
Debt to 
Total 
Assets 
88.22 
78.09 
77.21 
78.93 
79.54 
80.99 
81,75 
77.56 
75,32 
81.53 
82.50 
83.53 
Debts-
Service 
Ratio 
2.98 
0.81 
2.70 
2.93 
1.87 
1.19 
1.85 
2.86 
3.30 
1.76 
2.52 
3.86 
Source: Complied from Annual Accounts of ICICI Bank, Various Issue. 
4.8.1 Cash Deposit Ratio 
As Cash is the amount of money a bank should have available as a 
percentage of the total amount of money its customers have paid into the bank. 
This amount is calculated so that bank can be sure that they will be able to give 
the customers money whenever they want which is the most important tool with 
special regard to performance in the eye of customer. 
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Figure 4.9 
Cash Deposit Ratio of ICICI Bank (2001-2012) 
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Table 4.6 and figure 4.9 are containing the data related to cash and bank 
balance to total asset of ICICI Bank which were working in India during the period 
of 2001-2012. This ratio is used to know the total assets' percentage available in 
the bank in form of the highly liquid assets. 
4.8.2 Investment to Total Assets 
Investments include investments in government securities, shares, bonds, 
commercial papers, and debentures and other approved securities of an ICICI 
Bank to its total assets 
Figure 4.10 
Investment to Total Assets of ICICI Bank (2001-2012) 
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Table 4.6 and figure 4.10 are showing the data related to investment to 
total assets of ICICI Bank that was working in India during the period of 2001-2012 This 
ratios is used to recognize the segment of total assets which are used for 
investment in government. 
4.8.3 Advances to Total Assets 
Figure 4.11 
Advances to Total Assets of ICICI Bank (2001-2012) 
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Table 4.6 and Figure 4.11 are depicting the data regarding advances to 
total assets of ICICI Bank which were working in India during the period of 2001-
2012. This ratio is used to identify existing relationship among advances of bank 
and its total assets, where ICICI Bank shows its positive trend during the period of 
study. 
4.8.4 Debt to Total Assets 
This Measure is used to analysis of financial statements to show the 
amount of protection available to creditors. A high ratio usually indicates that the 
bank has a lot of risk because it must meet principal and interest on its 
obligations. Potential creditors are reluctant to give financing to a bank with a 
high debt position. However, the magnitude of debt depends on the type of 
business. 
171 
Chapter 4 Financial Performance Evaluation of IC!CI Bank 
Usually, book value is used to measure a firm's debt and equity securities 
in calculating the ratio. Market value may be a more realistic measure, however, 
because it takes into account current market conditions. 
Figure 4.12 
Debt to Total Assets of ICICI Bank (2001-2012) 
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Table 4.6 and figure 4.12 are showing the data related to debt to total 
assets of ICICI Bank which were working in India during the period of 2001-
2011.Almost In this period ICICI Bank have debt to total assets in increasing 
trend. 
4.8.5 Debts-Service Ratio 
In banking industry, it is the amount of cash flow available to meet annual 
interest principal payments on debt, including sinking fund payments. This shows 
the effect on the liquidity of a bank. 
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Figure 4.13 
Debts-Service Ratio of ICICI Bank (2001-2012) 
Debts-Service Ratio 
a Debts-Service Ratio 
n 
cc 
u 
I 
o 
4.5 
4 
3.5 
3 
2.5 
2 
1.5 
1 
0.5 
0 
f^t4M0RA4V; S I 
LA 
r 
C& ^ ^ 
s ^ 
C& ^ 
^ V^ <^ 
r?> r?> c^ Ct 
^ '^ ^ 'V 
,0^ ^<y X 
r<\'^ .%^ .c^^ 
-^^ 
cv 
-f 
NO 
^^ ^ 
rNN' y 
Years 
Source: Compiled from table 4.6 
Table 4.6 and figure 4.13 are showing the data related to debt service 
coverage ratio of ICICI Bank, which were working in India during the period of 
2000-2011. This ratio is also known as debt to asset ratio which is used to know 
that what percent spend on debt financed. 
4.9 Non-Performing Asset 
Bad loans are turning nightmarish for Indian banks. A steep rise in interest 
led to a sharp increase in nonperforming assets. Non-performing assets, or 
NPAs, are assets which are categorized by a bank or a financial institution as 
sub-standard, doubtful or loss assets as they do not yield any returns to them. 
The non performing assets having direct impact on the profitability as the banking 
business is of mobilizing the deposits and utilizing it for lending to industry.NPA 
effects very much on banks, as NPA is minimizes, banks gets relief. 
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Table 4.7 
Net NPA's of ICICI Bank (2001-2011) 
Year 
2000-2001 
2001-2002 
2002-2003 
2003-2004 
2004-2005 
2005-2006 
2006-2007 
2007-2008 
2008-2009 
2009-2010 
2010-2011 
Net NPAs(Per cent) 
5.55 
5.48 
5.21 
2.21 
1.65 
0.72 
1.02 
1.55 
2.09 
2.12 
1.11 
Source; Complied from annual reports of SBI from the year 2000- 2011 
Figure 4.14 
Net Non-Performing Asset of ICICI Bank (2001-2011) 
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Table 4.7 and chart 4.19 are showing the data regarding NPA to of ICICI 
Bank which were working in India during the period of 2001-2011. This ratio is 
used to indicate the exposure the performance of non-performing assets to bank. 
The Net NPA ratio of ICICI Bank placed at 5.55 per cent at end-March 2001 had 
declined steadily to 1.11 per cent at end-March 2011, which is a good sign of 
performance. 
4.10 Conclusion 
The present chapter deals with the financial performance of ICICI Bank in 
terms of bank size, profitability, liquidity and assets quality through various ratios 
The chapter shows the overall financial performance of ICICI bank. The bank 
size were comprises the total assets performance, return on assets credit deposit 
ratio and investment deposit ratio. Profitability of ICICI Bank were defined on the 
grounds of spread ratio, interest margin ratio, owners' equity ratio, non interest to 
total assets and return on net worth. Liquidity position of ICICI bank were 
explained through investment to total assets, advances to total assets, debt to 
total assets and debt service ratio. ICICI's Bank performance is also explained 
through NPA's as it is one of the tools of measuring the bank performance. The 
next chapter related to the comparative financial performance of ICICI Bank and 
SBI through statistical tools and interpretation of the result. 
175 
Chapter 4 Financial Performance Evaluation of ICICI Bank 
References 
1. "About Us" ICICI.com (http://www.icicibank.com/aboutus/about-us.html) 
,dated. 23-11-2010 
2. 2icici.co.in(http://www.mckinsey.com/clientservice/bto/pointofview/pdf/Mol 
TIIICICInterviewFpdf dated 12-12-2010 
3. http:/www.mondovisione.com/media-and-rseources/news/icici-bank-joins-
icic-as-indian-companies-listed-on-the-nyse/.ICICI Bank NYSE 17-11-
2010 
4. "ICICI_Bank merger" (http://www.businessstandard.com/special/bank06/) 
Business Standard dated,2-2-2011 
5. "ICICIFinancialRumours".lndianExpress(http://www.indianexpress.com/ne 
ws/rbi-scotches-icicibank-rumour-govt-asys-d/368045/) dated,12-2-2011 
6. Tandon, L. (2008), "Globalisation: Impact on Indian Banking", The 
Financial Analyst, Vol. XIV, Issue 10, October Issue, Hyderabad, p. 16. 
7. Parthasarathi, B.N.V. (2008), "Indian Banking: Emerging Issues and 
Future Trends", The Analyst, Vol. XIV, Issue 10, Hyderabad, p. 72. 
8. WELLS Fargo & Co. (2003), "Big Banks Report Strong Gains, Ledby 
Wells Fargo, Bank One", Wall Street Journal - Eastern Edition,Vol. 242, 
Issue 80, p.C5 
9. Haranath, G. and Sathish, A.S. (2007), "The Impact of the Internet on 
Competition in the Banking Industry", The Journal of Banking Information 
Technology and Management, Jaipur, Vol. 4, No. 1, January-June Issue, 
pp. 54-58. 
10. .(2004), "Indian Banking 2004 Special", Chartered Financial Analyst, Vol. 
X, Issue-ll, November Issue, Hyderabad, p. 30 
176 
CHAPTER -5 
Comparative Analysis and Interpretation of SBI and 
ICICI Bank 
5.1 Introduction 
5.2 Testing of Hypotheses 
5.3 Conclusion 
Chapter 5 Comparative Analysis and Interpretation of SBI and ICICI Bank 
Chapter 5 
Comparative Analysis and interpretation of SBI and ICICI Bank 
5.1 Introduction 
Previous chapters deal with the performance evaluation of SBI and ICICI 
Bank. The financial performance of SBI and ICICI Bank were analyses on the 
basis of under some parameters same as for SBI which are classified as Bank 
Size, Profitability, Liquidity, and Assets Quality In this chapter the researcher has 
made a comparative analysis of the performance of the selected parameter of 
SBI and ICICI bank in India. To carry out the research work, different statistical 
tools have been used to test the hypotheses. The statistical tools have been 
used with the help of statistical package SPSS. The statistical tools have been 
used as per the nature of the data and kind of hypothesis. The hypotheses have 
been tested at 95% confidence limit. As per the requirement of SPSS software, 
the comparisons of the test values (p value) have been made with 0.05 to accept 
or reject the hypotheses. The concept of p value has been explained below: 
5.2 Testing of Hypotheses: 
The following hypotheses are formulated to test and to substantiate the 
objectives of the study; 
Null hypothesis Ho-1: There is no significant difference between the bank size of 
SBI and ICICI bank 
Further this hypothesis is tested between the different categories of bank size 
and total assets of SBI and ICICI bank 
Null hypothesis HQ-IA: There is no significant difference between SBI And ICICI 
bank in terms of total assets 
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Null hypothesis H0-IB: There is no significant difference between SBI and ICICI 
bank in terms of returns on assets 
Null hypothesis H0-IC: There is no significant difference between SBI and ICICI 
bank in terms of credit deposit ratio 
Null hypothesis H0-ID: There is no significant difference between SBI and ICICI 
bank in terms of investment-deposit ratio. 
Testing the Hypotheses using Independent t-test 
Table 5.1 
Group Statistics of various parameters of SBI and ICICI Bank in Bank Size 
BANKS 
TA SBI 
ICICI 
BANK 
ROA SBI 
ICICI 
BANK 
CDR SBI 
ICICI 
BANK 
IDR SBI 
ICICI 
BANK 
N 
12 
12 
12 
12 
12 
12 
12 
12 
Mean 
6.9638E5 
2.6183E5 
8.6875 
8.0058 
65.1925 
94.4617 
44.1017 
58.4275 
Std. Deviation 
3.57856E5 
1.51021E5 
.91646 
2.41978 
15.33084 
23.08295 
10.07942 
16.68611 
Std. Error Mean 
1.03304E5 
43596.11502 
.26456 
.69853 
4.42563 
6.66347 
2.90968 
4.81687 
Source:Compiled from Table 3.5, page 125, Chapters, Table 4.4, Chapter4, Page, 160. 
The table 5.1 shows the bank size of SBI and ICICI Bank it is observed 
that the mean of total assets for SBI is HIGHER than that of ICICI Bank, That is 
SBI had higher return on their assets than that of ICICI Bank over the period of 
study. 
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It is observed from the above table that the mean of return on assets of 
SBI is higher than that of ICICI Bank. It implies that every asset employed in SBI 
gives better return than that of assets employed in ICICI Bank. 
Again it is observed that mean of credit deposit ratio of SBI is lower than 
that of ICICI Bank It shows that management efficiency of ICICI Bank is better 
than that of SBI. 
Further, it is observed that the mean of investment deposit ratio of SBI is 
higher than that of ICICI Bank. It shows that SBI is much efficient in utilizing the 
funds than that of SBI. 
Next, the Levene's Test for Equality of Variances is used to test the 
hypothesis. This tells us if we have met our second assumption (the two groups 
have approximately equal variance on the dependent variable). If the Levene's 
Test is significant (the value under "Sig." is less than .05), the two variances are 
significantly different. If it is not significant (Sig. is greater than .05), the two 
variances are not significantly different; that is, the two variances are 
approximately equal. If the Levene's test is not significant, we have met our 
second assumption. 
Finally, the results of the Independent Samples T-Test will be seen. Based 
on the results of our Levene's test, the significance values are read in the table 
5.2 given on the next page. 
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Table 5.2 
Analysis of various categories of schemes with respect of Bank Size of SBI 
and ICICI Bank 
Independent samples test 
TA Equal 
variances 
assumed 
Equal 
variances 
not 
assumed 
R Equal 
OA variances 
assumed 
Equal 
variances 
not 
assumed 
CD Equal 
R variances 
assumed 
Equal 
variances 
not 
assumed 
ID Equal 
R variances 
assumed 
Equal 
vanances 
not 
assumed 
Levene's Test 
for Equality of 
Variances 
F 
10.973 
2.810 
.010 
1.310 
Sig. 
.003 
.108 
.922 
.265 
t-test for Equality of Means 
t 
3.875 
3.875 
.913 
.913 
-3.659 
-3.659 
-2.546 
-2.546 
df 
22 
14.798 
22 
14.092 
22 
19.124 
22 
18.084 
Sig. 
(2-
tailed) 
.001 
.002 
.371 
.377 
.001 
.002 
.018 
.020 
Mean 
Difference 
4.34545E5 
4.34545E5 
.68167 
.68167 
-29.26917 
-29.26917 
-14.32583 
-14.32583 
Std. Error 
Difference 
1.12127E5 
1.12127E5 
.74695 
.74695 
7.99926 
7.99926 
5.62747 
5.62747 
95% Confidence 
Interval of the 
Difference 
Lovk^ er 
2.02008E5 
1.95268E5 
-.86741 
-.91940 
-45.85861 
-46.00447 
-25.99649 
-26.14476 
Upper 
6.67081 E 
5 
6.73822E 
5 
2.23075 
2.28273 
-12.67972 
-12.53386 
-2.65517 
-2.50691 
Source: Compiled from Table 3.5, page 125, Chapters, Table 4.4, Chapter 4, Page, 160. 
Above mention table 5.2 reveals the analysis regarding performance of 
these two banks in terms of bank size i.e. on the parameters such as total 
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assets. It is revealed from the analysis that there is significant difference SBI and 
ICICI Bank in terms of total assets. Since the significant value for total assets 
p=0.001, degree of freedom = 22, which is less than 0.05 at 5% level of 
significance. Thus, the null hypothesis is rejected 
The analysis regarding the return on assets between SBI and ICICI Bank 
reveals that there is no significant difference return on assets of SBI and ICICI 
Bank. Since the significant value for total assets p=0.100, degree of freedom = 
22, which is more than 0.05 at 5% level of significance. Thus, the null hypothesis 
is accepted. 
In case of Credit-Deposit Ratio significant value is p=0.922, degree of 
freedom = 22, which is more than 0.05 at 5% level of significance. Thus, the null 
hypothesis is accepted. 
Similarly Investment-Deposit Ratio significant value is p=0.265, degree of 
freedom =22, which is more than 0.05 at 5% level of significance. Thus, the null 
hypothesis is accepted. 
Null hypothesis Ho-2: There is no significant difference between the SBI and 
ICICi bank in terms of profitability of SBI And ICICI bank 
Further, this hypothesis is tested between the five different categories of 
profitability of SBI and ICICI bank 
Null hypothesis Ho-2A: There is no significant difference between SBI And ICICI 
bank in terms of spread (interest earned -interest expended) 
Null hypothesis Ho-2B: There is no significant difference between SBI And ICICI 
bank in terms of interest margin 
Null hypothesis Ho-2C: There is no significant difference between SBI And ICICI 
bank in terms of return on owners' equity 
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Null hypothesis Ho-2D: There Is no significant difference between SBI And ICICI 
bank in terms of non interest expenses to total assets 
Null hypothesis Ho-2E: There is no significant difference between SBI And ICICI 
bank in terms of net worth 
Testing the Hypotheses using Independent t-test 
Table 5.3 
Group Statistics of various parameters of SBI and ICICI Bank (Profitability) 
SR 
NIM 
OIM 
NOIM 
RONW 
BANKS 
SBI 
ICICI BANK 
SBI 
ICICI BANK 
SBI 
ICICI BANK 
SBI 
ICICI BANK 
SBI 
ICICI BANK 
N 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
Mean 
2,6958 
1.7917 
4.0358 
3.7375 
63.6542 
65.2900 
.1300 
.1592 
15.3775 
12.4417 
Std. Deviation 
.34009 
.49383 
.25091 
.62700 
6.64632 
7.29486 
.06661 
.16941 
2.85220 
4.76887 
Std. Error Mean 
.09818 
.14256 
.07243 
.18100 
1.91863 
2.10585 
.01923 
.04890 
.82335 
1.37665 
Source: Compiled from Table 3.6, page 129, Chapter 3, Table 4.5, Chapter 4, Page, 164 
The next hypothesis reveals the profitability of SBI and ICICI Bank in 
terms of Spread Ratio, Net Interest Margin, Non-Interest Income Margin, 
Operating Income Margin and Return on Net Worth. 
Table 5.3 shows the descriptive statistics of above five ratios for two 
banks. It is observed that mean for the SBI is higher for spread ratio, Net Interest 
Margin and Return on Net Worth than that of ICICI Bank. That means that these 
three ratios are more than the ICICI Bank. 
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Table 5.4 
Analysis of various categories of schemes with respect of Profitability of 
SBI and ICICI Bank 
Independent samples test 
SR Equal variances 
assumed 
Equal variances 
not assumed 
Nl Equal variances 
M assumed 
Equal variances 
not assumed 
01 
M Equal variances 
assumed 
Equal variances 
not assumed 
NO Equal variances 
IM assumed 
Equal variances 
not assumed 
RO Equal variances 
N assumed 
W 
Equal variances 
not assumed 
Levene's Test 
for Equality of 
Variances 
F 
1,045 
1,238 
,124 
9,253 
4.809 
Sig, 
,318 
,278 
.728 
,006 
,039 
t-test for Equality of Means 
t 
5,224 
5,224 
1.530 
1.530 
-.574 
-.574 
-.555 
-.555 
1.830 
1.830 
df 
22 
19.518 
22 
14.435 
22 
21.812 
22 
14.321 
22 
17.977 
Sig. 
(2-
tailed) 
.000 
.000 
.140 
.148 
.572 
,572 
,584 
,587 
,081 
.084 
Mean 
Differenc 
e 
.90417 
.90417 
.29833 
.29833 
-1.63583 
-1,63583 
-,02917 
-,02917 
2.93583 
2.93583 
Std. 
Error 
Differen 
ce 
.17309 
.17309 
.19495 
.19495 
2.84881 
2.84881 
.05255 
.05255 
1.60409 
1.60409 
95% Confidence 
interval of the 
Difference 
Lower 
,54519 
.54253 
-.10598 
-.11862 
-7.54390 
-7.54686 
-.13814 
-.14163 
-.39084 
-.43454 
Upper 
1.26314 
1.26580 
.70264 
.71529 
4.27224 
4.27519 
.07981 
.08330 
6.26251 
6.30621 
Source: Compiled from Table 3.6, page 129, Chapter 3, Table 4.5, Chapter 4, Page, 164. 
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The analysis regarding performance on the basis of Spread Ratio, Net 
Interest Margin, Non Interest Income Margin, Operating Income Margin and 
Return on Net Worth between SBI and ICICI Bank. It reveals that there is no 
significant difference between two banks. Since the significance value of Spread 
Ratio, Net Interest Margin, Operating Income Margin and Return on Net Worth 
ratios are .0318, 0.278, 0.72, and 0.39 respectively and degree of freedom for all 
ratios are 22, which is more than 0.05 at 5% level of significance. Thus, the null 
hypothesis is accepted. 
Whereas non-interest margin ratio have significant value p=0.006 and 
degree of freedom is 22 which is less than 0.05 at 5% level of significance. Thus, 
the null hypothesis is rejected. 
Null hypothesis Ho-3: There is no significant difference between the SBI and 
ICICI bank in terms of liquidity of SBI And ICICI bank. 
Null hypothesis Ho-3A: There is no significant difference between SBI And ICICI 
bank in terms of cash deposit. 
Null hypothesis Ho-3B: There is no significant difference between SBI And ICICI 
bank in terms of investment to total assets. 
Null hypothesis Ho-3C: There is no significant difference between SBI And ICICI 
bank in terms of advance to total assets. 
Null hypothesis Ho-3D: There is no significant difference between SBI And ICICI 
bank in terms of Debt to total assets. 
Null hypothesis Ho-3E: There is no significant difference between SBI And ICICI 
bank in terms of Debt Service coverage ratio. 
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Testing the Hypotheses using independent t-test 
Table 5.5 
Group Statistics of various parameters of SBI and ICICI Bank (Liquidity) 
CADR 
ITA 
ATA 
DTA 
DSR 
BANKS 
SBI 
ICICI BANK 
SBI 
ICICI BANK 
SBI 
ICICI BANK 
SBI 
ICICI BANK 
SBI 
ICICI BANK 
N 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
Mean 
6.8842 
96.8933 
33.6342 
32.6683 
50.2783 
51.7008 
83.1750 
80.4308 
2.7792 
2.3858 
Std. Deviation 
1.51274 
307.08357 
8.73726 
5.37800 
11.41959 
6.39968 
2.40127 
3.45201 
.93635 
.89735 
Std. Error Mean 
.43669 
88.64739 
2.52223 
1.55249 
3.29655 
1.84743 
.69319 
.99651 
.27030 
.25904 
Source:Compiled from Table 3.7, page 135, Chapter 3, Table 4.6, Chapter 4, Page, 169 
The table 5.5 shows the descriptive statistics for the different categories of 
liquidity of SBI and ICICI Bank. It is divided into five ratios as cash deposit ratio, 
investment to total assets, advances to total assets, debt to total assets, debt 
service ratio. It is observed that the mean of investment to total, debt to total 
assets, debt service ratio for the SBI is higher than that of the ICICI Bank. 
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Table 5.6 
Analysis of various categories of schemes with respect of Liquidity of SBI 
and ICICI Bank 
Independent samples test 
CA Equal 
DR variances 
assumed 
Equal 
variances 
not assumed 
ITA Equal 
variances 
assumed 
Equal 
variances 
not assumed 
ATA Equal 
variances 
assumed 
Equal 
variances 
not assumed 
DTA Equal 
variances 
assumed 
Equal 
variances 
not assumed 
DS Equal 
R variances 
assumed 
Equal 
variances 
not assumed 
Levene's Test 
for Equality of 
Variances 
F 
4.758 
7.924 
11.035 
1.084 
.053 
Sig. 
.040 
.010 
.003 
.309 
.820 
t-test for Equality of Means 
t 
1.015 
1.015 
.326 
.326 
-.376 
-.376 
2.261 
2.261 
1.051 
1.051 
df 
22 
11.001 
22 
18.289 
22 
17.289 
22 
19.626 
22 
21.960 
Sig. 
(2-
tailed) 
.321 
.332 
.747 
.748 
.710 
.711 
.034 
.035 
.305 
.305 
Mean 
Differenc 
e 
90.0091 
7 
90.0091 
7 
.96583 
.96583 
-1.42250 
-1.42250 
2.74417 
2.74417 
.39333 
.39333 
Std. Error 
Differenc 
e 
88.64847 
88.64847 
2.96174 
2.96174 
3.77892 
3.77892 
1.21389 
1.21389 
.37439 
.37439 
95% Confidence 
Interval of the 
Difference 
Lower 
-273.85483 
-285.12197 
-5.17643 
-5.24951 
-9.25950 
-9.38519 
.22671 
.20893 
-.38310 
-.38318 
Upper 
93.83650 
105.10363 
7.10810 
7.18117 
6.41450 
6.54019 
5.26163 
5.27940 
1.16977 
1.16985 
Source: Compiled from Table 3.7, Chapters, Page 135, Table 4.6, Chapter 4, Page 169 
186 
Chapter 5 Comparative Analysis and interpretation of SBI and ICICI Bank 
The Table 5.6 analyses the performance of SBI and ICICI Bank in terms of 
liquidity on the basis of cash deposit ratio, investment to total assets, advances 
to total assets, debt to total assets, debt service ratio. It reveals that there is 
significance difference between SBI and ICICI Bank in terms of cash deposit ratio 
as its significant value p=0.040, and degree of freedom is 22, which is less than 
0.05 at 5% level of significance. Thus Null hypothesis is rejected. 
Again, it is observed that the investment to total assets significant value 
p=0.10, and degree of freedom is 22, which is more than 0.05 at 5% level of 
significance. Thus Null hypothesis is accepted. 
As again, it is observed that the advances to total assets, significant value 
p=0.003, and degree of freedom is 22 which is less than 0.05 at 5% level of 
significance. Thus Null hypothesis is rejected. 
It is observed that the debt to total assets, significant value p=0.309, and 
degree of freedom is 22 which is more than 0.05 at 5% level of significance. Thus 
Null hypothesis is accepted. 
Again same, It is observed that the debt to total assets, significant value 
p=0.820, and degree of freedom is 22 which is more than 0.05 at 5% level of 
significance. Thus Null hypothesis is accepted 
Null hypothesis HQ-A: There is no significant difference between the net non-
performing assets of SBI and ICICI Bank. 
Testing the Hypotheses using independent t-test 
Table 5.7 
Group Statistics of various parameters of SBI and ICICI Bank (NPA) 
BANKS 
NPA SBI 
ICICI 
BANK 
N 
11 
11 
Mean 
2.9636 
2.6100 
Std. Deviation 
1.69105 
1.86297 
Std. Error Mean 
.50987 
.56171 
Source: Compiled from Table 3.8, Chapters, Page 140, Table 4.7, Chapter 4, Page 174 
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The table 5.8 shows the Non Performing Assets of SBI and ICICI Bank it 
is observers that the mean of NPAs for SBI is higher than that of ICICI Bank, 
of NPAs for SBI is higher than that of ICICI Bank, 
Table 5.8 
Analysis of various categories of schemes with respect of NPAs of SBI and 
ICICI Bank 
Independent samples test 
NP Equal 
A variances 
assumed 
Equal 
variances 
not 
assumed 
Levene's 
Test for 
Equality 
of 
Variances 
F 
.091 
Sig. 
.766 
t-test for Equality of Means 
t 
.466 
.466 
df 
20 
19.815 
Sig. 
(2-
tailed) 
.646 
.646 
Mean 
Differen 
ce 
.35364 
.35364 
Std. 
Error 
Differe 
nee 
.75860 
.75860 
95% Confidence 
interval of the 
Difference 
Lower 
-1.22878 
-1.22973 
Upper 
1.93606 
1.93700 
SourceiComplled from Table 3.8, page 140, Chapters, Table 4.7, Chapter4, Page, 174 
The analysis regarding the Non Performing Assets between SBI and 
ICICI Bank reveals that there is no significant difference Non Performing Assets 
of SBI and ICICI Bank, since the significant value for total assets p=0.766, 
degree of freedom = 22, which is more than 0.05 at 5% level of significance. 
Thus, the null hypothesis is accepted. 
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5.3 Conclusion 
The collected information, have been tested by using suitable statistical 
tools. The hypotheses, which have been accepted or rejected, have also been 
summarized. The next chapter summarizes the major observations and 
conclusions of the study. It also indicates the suggestive measures to be taken 
and the role to be played by the controlling body that will help in the proper 
growth of Indian banking Industry. Various recommendations for the scope of 
further research in this field are also given in the next chapter. 
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Chapter 6 
Summary of Conclusion, Finding, Recommendation and 
Direction for Future Researcli 
6.1 Introduction 
In the previous chapter, the hypotheses of this study have been tested by 
using suitable statistical tools like t-test. The results after testing the hypotheses 
have also been summarized in the form of a table showing whether a particular 
hypothesis is accepted or rejected. This chapter deals with the Summary of 
major findings of the study, recommendations of this study. This chapter also 
includes the areas, which have been emanated or explored for further research. 
6.2 Summary of conclusions 
The banking industry in India has a huge canvas of history, which covers 
the traditional banking practices from the time of Britishers to the reforms period, 
nationalization to privatization of banks and now increasing numbers of foreign 
banks in India. Therefore, Banking in India has been through a long journey. 
Banking industry in India has also achieved a new height with the changing 
times. The use of technology has brought a revolution in the working style of the 
banks. Nevertheless, the fundamental aspects of banking i.e. trust and the 
confidence of the people on the institution remain the same. The some of the 
banks are still successful in keeping with the confidence of the shareholders as 
well as other stakeholder, and SBI and ICICI bank are two of them. However, 
with the changing dynamics of banking business brings new kind of risk 
exposure. 
In this study, an attempt has been made to identify the financial 
performance evaluation of SBI and ICICI Bank. This research study is divided in 
six parts. First part includes the introduction and general scenario of Indian 
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banking industry. The second part discusses the regularitary framework of faced 
by Indian banking industry. Third part concludes the financial performance of 
SBI. The Fourth part deals with the financial performance of ICICI Bank. Fifth 
part deals with the comparative analysis and interpretation of SBI and ICICI 
Bank. Sixth, the present chapter deals with the Summary of major findings of the 
study, recommendations of this study. The Indian banking industry is passing 
through a phase of customers market. The customers have more choices in 
choosing their bank. The competition has been established within the bank 
operating in India. 
State Bank of India is also concentrating at the top end of the market, on 
wholesale banking capabilities to provide India is growing mid / large Corporate 
with a complete array of products and services. It is consolidating its global 
treasury operations and entering into structured products and derivative 
instruments. State Bank of India is the only Bank of India that has been included 
in the list of fortune 500. It is the largest provider of infrastructure debt and the 
largest arranger of external commercial borrowings in the country. ICICI Bank is 
India's second-largest bank with total assets of Rs. 4,736.47 billion at March 31, 
2012 and profit aftertax Rs. 64.65 billion for the year ended March 31, 2012. The 
Bank has a network of 2,791 branches and 10,021 ATMs in India, and has a 
presence in 19 countries, including India. SBI earns a slow and steady profit till 
1999-00, but in the year 2000 the profit goes down which gives negative rate in 
percentage(-21.84) because of change in the accounting pattern regarding 
income recognition and assets classification and recover its declined profit in 
next year 2001-02. With increase profit to Rs 2432 crore from Rs 1604 crore 
which resulted 51.67 percent profit as holding command over changed pattern of 
accounting policies and it was 19.59 percent in 2010. ICICI bank stood with the 
profit Rs 172 crore in 2000-01 with 63.83 percent profit over 1999-00 and 
continued its trend up to 2010-11 at Rs 5151 crore with 27.97 percent of growth 
over last year. The Credit-Deposit Ratio in the year 2002-03 of ICICI bank is 
109.85 in the same year it was 45.66 of SBI .In the year 2000-01, ICICI Bank 
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was 48.15 and SBI it was 36.18 While in tlie year 2011-12 is 83.12 of SB! and 
99.30 of ICICI Bank which is a part of management efficiency. The SBI has been 
showing outstanding performance in the area of deposit mobilization. The deposit 
of the SBI was Rs 226 Rs crore at the end of its year of inception 1955. It 
crossed the Rs 100000 crore marks in the year 1997.From 1997 onwards, within 
a period of four years; deposit crossed Rs 2 lakhs crore with a high growth rate. 
The deposit of the ICICI Bank was Rs 9,866.02 crore at the end of its year of 
2000 after the 5 years of infancy. It crossed the Rs 100000 crore marks in the 
year 2006.From 2006 onwards, within a period of one year; deposit crossed Rs 2 
lakhs crore with a high growlh rate. In the end of March 2003 the deposit of ICICI 
Bank were Rs 48,169.31 crore. By the end of March 2011 the deposits of ICICI 
Bank were Rs 225,602.11 crore and recently in March 2012 are Rs 255,499.96 
crore. In the post reform era ICICI Bank has mobilized deposits rapidly through 
new product innovations and introducing e- commerce, Internet banking, ATMs 
etc.If loans of bank are not channeled in the proper directions, they will not only 
adversely affect the economic activities in the country but would also endanger 
the safety of deposit and existence of the banks themselves. SBI is the biggest 
commercial bank in India. It recorded a tremendous growth in its advance since 
its inception. It advance were just Rs 106 crore in December 1955, which 
reached a level of Rs 867,579 Crore the year ending March 2012 recording a 
growth of 8184 times in a period of 57 years It advances account for holding 
good percent of all schedule commercial banks advances in the country. As both 
the banks plays a tremendous position in their respective sectors, there is a need 
to take a comparative view of the banking sector in terms of SBI and ICICI Bank 
Hence, the researcher has attempted this study entitled "A Comparative 
Financial Performance Evaluation of ICICI Bank and SBI". 
The researcher has carried out the present study with the objective of (1) 
To find out some glaring reasons of lower efficiency In SBI and ICICI banks and 
suggest ways and means to improve the efficiency of these banks. (2) To make 
comparative analysis of the financial performance of SBI and ICICI Bank. (3)To 
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suggest future prospect for these two banks. (4)To analyze the business model 
of State Bank of India. (5) To analyze the business model of ICICI bank. (6) To 
analyze the financial performance of State Bank of India. (7) To analyses the 
financial performance of ICICI bank.(8)To compare State Bank of India and ICICI 
Bank on the basis of their business model and financial performance (9) To 
evaluating the performance of these two banks, various statistical tools have 
been used with the help of statistical package SPSS. The statistical tools been 
used as per the nature of the data and kind of hypothesis, measures of portfolio 
evaluation. For taking a decision regarding the performance of each bank, the 
evaluation plays a greater role. The significance of each parameter given is to 
judge the performance of each bank It is hoped that the significance of each 
parameter provided for the banks in this research will explains financial 
performance evaluation of the these two banks. 
6.3 Findings of the Study 
After a comprehensive study of SBI and ICICI Bank with the help of data 
obtained from the respective websites, articles, annual reports, projects related to 
the performance of SBI and ICICI Bank and results obtained by using various 
statistical tools, the followings are the findings of research work undertaken: 
6.3.1 The study analysis that average of total assets of SBI is higher than that of 
ICICI bank. It shows that analysis regarding total assets of SBI and ICICI 
Bank revealed significant difference between the SBI and ICICI Bank. As 
in the beginning, the ICICI Bank got tremendous response as they were 
new but with the reputation of managing the fund in better way. The total 
assets under management increased significantly and returns offered by 
them were significantly different. 
6.3.2 Return on Assets of both the banks was same, as study reveals no 
statistically significant difference in Return on Assets ratio of SBI and ICICI 
Bank. It shows that both the banks are much efficient in utilizing their 
funds. 
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6.3.3 The study reveals that there in statistically significant difference in C-D 
Ratio. C-D Ratio one of the parameter to assess the performance of a 
bank. It shows that management efficiency of ICICI Bank is better than 
that of SBI. The difference if any exist may attributable to the quality of the 
management of the banks. 
6.3.4 Investment pattern of both the banks were same, as study reveals no 
statistically significant difference in investment-deposit ratio of SBI and 
ICICI Bank. It shows that both the banks are much efficient in utilizing their 
funds. 
6.3.5 It is observe under the study that there is no significant difference between 
two banks in terms of spread ratio. This shows the sound profitability of 
both the banks. 
6.3.6 The analysis regarding Net Interest Margin of SBI and ICICI Bank reveals 
that there is no significant difference between the SBI and ICICI Bank in 
respect of profit Net Interest Margin. 
6.3.7 The analysis regarding Operating Income Margin of Public SBI and ICICI 
Bank reveals no significant difference between the SBI and ICICI Bank in 
respect of Operating Income Margin 
6.3.8 The analysis regarding Spread Ratio of SBI and ICICI Bank reveals no 
significant difference between the SBI and ICICI Bank. 
6.3.9 Non-interest margin ratio of SBI and ICICI Bank has significant difference. 
As both the banks have different pattern of utilizing their fund other than 
interest. 
6.3.10 Analysis reveals that study could not find out any evidences to suggest 
statistically significant difference between the cash deposit ratio of SBI 
and ICICI Bank. Therefore, there is significance difference between SBI 
and ICICI Bank in terms of cash deposit ratio. 
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6.3.11 The analysis regarding investment to total assets of SBI and ICICI Bank 
reveals no significant difference between the SBI and ICICI Bank in 
respect of investment to total assets. 
6.3.12 The study could not find out any evidences to suggest statistically 
significant difference between the categories of advances to total assets 
ratio of two banks. However, significant difference is found for the 
advances to total assets. 
6.3.13 However, the analysis regarding Debt to total assets of SBI and ICICI 
Bank revealed no significant difference between the SBI and ICICI Bank. 
6.3.14 Again same, it is reveals under the study that there is no statistically 
significant difference in the debt service ratio, hence, both the banks have 
same pattern and processor for facing debt service expenditure. 
6.3.15 The study found Management of Non Performing Assets reveals no 
statistically significant difference in Non Performing Assets of SBI and 
ICICI Bank. 
6.4 Recommendations: 
After analyzing the results, for the better future of the Indian banking 
Industry the following recommendations are given by the researcher: 
It is absolutely necessary to harness the savings of the nation especially 
from rural, urban and semi-urban areas into financial assets and the banking 
should certainly become one such asset that can attract these savings through a 
wide spread and efficient network of operations. 
Banks should build base in the existing economy as well as the public so 
far. Banks proved as an ideal investment vehicle for retail investors by way of 
assuring better returns in relation to the no risk involved and by way of better 
customer services. 
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Banks financial performance ensures contribution of banks in an economy, 
minimizing of risk and optimizing of return. Various recommendation based on 
study as: 
1 It is seen that the Return on Assets of both the banks were same with no 
significance difference , whereas mean of SBI is higher than that of ICICI 
Bank .It is recommended to ICICI Bank to improve its return on assets by 
employing their funds in more effectively and efficiently manner 
2 In this competitive world, the efficiency of banks is evaluated through credit 
deposit ratio. ICICI Bank have higher ratio than that of SBI which means 
deposits of ICICI Bank is higher than of SBI it means that ICICI Bank deposits 
were deployed effectively and efficiently , hence SBI is suggested to utilized 
their deposits in progressive way as to increase this ratio. 
3 In a bank, every amount received as deposit invested properly, that prospects 
banks. Investment -deposit ratio of SBI is higher than ICICI Bank. Hence, it 
suggested ICICI Bank to give emphasis for improving this ratio. 
4 The main source of every commercial bank is interest and similarly main 
expense is interest paid on deposit and the difference between two utilized for 
other prospective purpose. SBI shows higher ratio than that ICICI Bank. SBI 
advice to give more concentration on investment decision to attain more 
funds for prosperous. 
5 SBI have higher ratios regarding spread ratio, non-interest margin to total 
assets than that of ICICI Bank. It clear view of grey areas of ICICI Bank, 
which needs proper consideration and attention. 
6 Liquidity position of both the banks shown through various ratio .Among 
investment to total assets , debt to total assets , debt service ratio of SBI 
were higher than that of ICICI Bank, ICICI Bank advised to work on these 
parameters. 
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7 NPA is a virus affecting banking sector. It affects liquidity and profitability, in 
addition posing threat on quality of asset and survival of banks. Clarified on 
implications of NPA accounts that Banks cannot credit income to their profit 
and loss account to the debit of loan account unless recovery thereof takes 
place. Interest or other charges already debited but not recovered have 
provided for and provision on the amount of gross also made. SBI has higher 
NPA over ICICI Bank and SBI already emphasized the straddling impact of 
NPA and stressed its impact on loan growth it is advised to investment in risk 
free investment, which is directly affects the flow of funds for productive 
purpose. 
6.4.1 General recommendation for both the banks 
• Both the banks needed to develop their understanding about the customer 
perceptions and expectations of the service quality. In today's dynamic 
environment and cutthroat competition, the banks cannot survive unless they 
know their customer needs and requirements clearly. 
• The banks should equip themselves with modern infrastructure and should 
create a pleasant atmosphere in their branches. This will make the customer 
feel important, relaxed and will enhance their trust in the organization. 
• Both the banks should work towards the objective of being perceived as 
empathetic service organizations. An average score for empathy for both the 
banks suggest that the banks need to understand and develop the 
characteristic of empathy in their customer contact staff. 
• Employees of both the banks should understand the specific needs of the 
customers and give personal attention to different customers. 
• SBI and ICICI Bank should conduct research to understand why the 
perception of the employee and service quality of the two organizations 
differs. 
• Both the banks should improve up on their retention strategies as the results 
suggest a very poor rating of perceived retention efforts by the organization 
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• Top management should communicate any change in policy and practice 
down to the lowest level in the organization as implementation of any will not 
be possible without the cooperation from the front line employees. 
• It IS important for both the banks to develop effective communication between 
different elements of the organization. Not only has the top down 
communication but also bottom up communication needed to be revisited and 
redesigned by both the organizations 
6.4.2 General recommendation for SBI 
• State Bank of India should work more on making its services more reliable. It 
is very important for any service organization, particularly for a bank, to be 
seen as a reliable service provider. 
• SBI should take steps to ensure that the employees deliver the services at 
promised time, as time is very important factor in the purchase of services. In 
fact time 
• SBI should work on its complaint handling process so that complaints were 
handled efficiently and effectively. Service failures are inevitable and this 
needs to be understood and managed by the bank to ensure greater 
customer satisfaction. Service failures should be backed by strong recovery 
techniques to offset the negative impact of the failures. 
• The bank needs to assess the effectiveness of its training programs as the 
result shows that the managerial and non- managerial staff rank the training 
programs differently. While the managerial staff perceives the trainings to be 
highly effective, the non-managerial staff seemed to be less convenience 
about this fact. Therefore, a comprehensive training programme needs to be 
designed taking the inputs from both the managerial and non-managerial 
staff. 
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6.4.3 General recommendation for ICIGI Bank 
• ICICI Bank should upgrade work at deigning the counters in such a manner 
that the customer can easily follow the sequence of activities required in the 
service delivery process. This will not only save the time and effort of 
customers but also of the employee 
• The processing of customer requests should be made very quick to increase 
the perceived responsiveness of the bank by the customers. 
• The employees of ICICI Bank should be prompt and properly skilled in 
responding to customer questions and should be always willing to help 
customers. Responsiveness is an important determinant of customer 
satisfaction and any service organization cannot afford an average score by 
the customers for this dimension. 
6.4 Scope for further Research 
In this study, ICICI Bank and SBI were evaluated in financial terms. This 
study based on four parameter as bank size, profitability, and NPA, taking some 
ratios to analyses. 
In this study, only four parameters were analysis to evaluate the financial 
performance of ICICI bank and SBI. The other parameter like short-term 
solvency, long-term solvency, turnover etc can be taken for future research using 
suitable sampling techniques. 
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Appendix I 
Balance Sheet of SBI from 2000-2012 
Capital and Liabilities: 
Total Share Capital 
Equity Share Capita 
Share Application Money 
Preference Share Capital 
Reserves 
Revaluation Reserves 
Net Worth 
Deposits 
Borrowings 
Total Debt 
Other Liabilities & 
Provisions 
Total Liabilities 
Assets 
Cash & Balances with 
r\Di 
Balance with Banks, 
Money at Call 
Advances 
Investments 
Gross Block 
Accumulated 
Depreciation 
Net Block 
Capital Work In Progress 
Other Assets 
Total Assets 
Contingent Liabilities 
Bills for collection 
Book Value (Rs) 
2000 
526.3 
526.3 
0 
0 
11,620.98 
0 
12,147.28 
196,821.07 
9,278.07 
206,099.14 
43,258.54 
261,504.96 
18,903.05 
28,233.40 
98,101.97 
91,878.69 
3,714.34 
1,499.36 
2,214.98 
262.63 
21,910.26 
261,504.98 
25,276.40 
15,251.48 
230.81 
2001 
526.3 
526.3 
0 
0 
12,935.24 
0 
13,461.54 
242,828.38 
10,722.03 
253,550.41 
48,632.27 
315,644.22 
18,495.87 
42,213.32 
113,590.27 
122,876.49 
4,364.26 
1,865.68 
2,498.58 
94.72 
15,874.96 
315,644.22 
70,705.43 
20,974,90 
255.78 
2002 
526.3 
526.3 
0 
0 
14,698.08 
0 
15,224.38 
270,560.14 
9,323.94 
279,884.08 
53,119.78 
348,228.24 
21,872.53 
43,057.63 
120,806.47 
145,142.03 
4,641.79 
2,262.86 
2,378.93 
36.3 
14,934.36 
348,228.24 
89,612.43 
22,767.86 
289.27 
2003 
526.3 
526.3 
0 
0 
16,677.08 
0 
17,203.38 
296,123.28 
9,303.62 
305,426.90 
53,246.21 
375,876.50 
12,738.47 
32,442.56 
137,758.46 
172,347.91 
5,100.85 
2,739.97 
2,360.88 
27.67 
18,200.56 
375,876.50 
90,194.21 
23,438.92 
326.87 
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Capital and Liabilities: 
Total Share Capital 
Equity Share Capita 
Share Application Money 
Preference Share Capital 
Reserves 
Revaluation Reserves 
Net Worth 
Deposits 
Borrowings 
Total Debt 
Other Liabilities & 
Provisions 
Total Liabilities 
Assets 
Cash & Balances with 
RBI 
Balance with Banks, 
Money at Call 
Advances 
Investments 
Gross Block 
Accumulated 
Depreciation 
Net Block 
Capital Work In Progress 
Other Assets 
Total Assets 
Contingent Liabilities 
Bills for collection 
Book Value (Rs) 
2004 
526.3 
526.3 
0 
0 
19,704.98 
0 
20,231.28 
318,618.67 
13,431.33 
332,050.00 
55,534.00 
407,815.28 
19,041.28 
24,525.33 
157,933.54 
185,676.48 
5,897.96 
3,399.38 
2,498.58 
146.54 
17,993.53 
407,815.28 
90,705.86 
31,313.00 
384.41 
2005 
526.3 
526.3 
0 
0 
23,545.84 
0 
24,072.14 
367,047.53 
19,184.31 
386,231.84 
49,578.89 
459,882.87 
16,810.33 
22,511.77 
202,374.45 
197,097.91 
6,691.09 
4,114.67 
2,576.42 
121.27 
18,390.71 
459,882.87 
131,325.40 
44,794.10 
457.39 
2006 
526.3 
526.3 
0 
0 
27,117.79 
0 
27,644.09 
380,046.06 
30,641.24 
410,687.30 
55,538.17 
493,869.55 
21,652.70 
22,907.30 
261,641.53 
162,534.24 
7,424.84 
4,751.73 
2,673.11 
79.82 
22,380.84 
493,869.55 
191,819.34 
57,618.44 
525.25 
2007 
526.3 
526.3 
0 
0 
30,772.26 
0 
31,298.56 
435,521.09 
39,703.34 
475,224.43 
60,042.26 
566,565.25 
29,076.43 
22,892.27 
337,336.49 
149,148.88 
8,061.92 
5,385.01 
2,676.91 
141.95 
25,292.31 
566,565.25 
259,536.57 
70,418.15 
594.69 
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Capital and Liabilities: 
Total Share Capital 
Equity Share Capita 
Share Application Money 
Preference Share Capital 
Reserves 
Revaluation Reserves 
Net Worth 
Deposits 
Borrowings 
Total Debt 
Other Liabilities & Provisions 
Total Liabilities 
Assets 
Cash & Balances with RBI 
Balance with Banks, Money at Call 
Advances 
Investments 
Gross Block 
Accumulated Depreciation 
Net Block 
Capital Work in Progress 
Other Assets 
Total Assets 
Contingent Liabilities 
Bills for collection 
Book Value (Rs) 
2008 
631.47 
631.47 
0 
0 
48,401.19 
0 
49,032.66 
537,403.94 
51,727.41 
589,131.35 
83,362.30 
721,526.32 
51,534.62 
15,931.72 
416,768.20 
189,501.27 
8,988.35 
5,849,13 
3,139.22 
234.26 
44,417.03 
721,526.32 
736,087.59 
93,652.89 
776.48 
2009 
634.88 
634.88 
0 
0 
57,312.82 
0 
57,947.70 
742,073.13 
53,713.68 
795,786.81 
110,697.57 
964,432.08 
55,546.17 
48,857.63 
542,503.20 
275,953.96 
10,403.06 
6,828.65 
3,574.41 
263.44 
37,733.27 
964,432.08 
614,603.47 
152,964.06 
912.73 
2010 
634.88 
634.88 
0 
0 
65,314.32 
0 
65,949.20 
804,116.23 
103,011.60 
907,127.83 
80,336.70 
1,053,413.74 
61,290.87 
34,892.98 
631,914.15 
285,790.07 
11,831.63 
7,713.90 
4,117.73 
295.18 
35,112.76 
1,053,413.74 
429,917.37 
166,449.04 
1,038.76 
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Capital and Liabilities: 
Total Share Capital 
Equity Share Capita 
Share Appllcaflon Money 
Preference Share Capital 
Reserves 
Revaluation Reserves 
Net Worth 
Deposits 
Borrowings 
Total Debt 
Other Liabilities & Provisions 
Total Liabilities 
Assets 
Cash & Balances with RBI 
Balance with Banks, Money at Call 
Advances 
Investments 
Gross Block 
Accumulated Depreciation 
Net Block 
Capital Work In Progress 
Other Assets 
Total Assets 
Contingent Liabilities 
Bills for collection 
Book Value (Rs) 
c^Mrr.^ - rnmniif^H fmm Annual Accounts ofSBI, Various 
2011 
635 
635 
0 
0 
64,351.04 
0 
64,986.04 
933,932.81 
119,568.96 
1,053,501.77 
105,248.39 
1,223,736.20 
94,395.50 
28,478.65 
756,719.45 
295,600.57 
13,189.28 
8,757.33 
4,431.95 
332.23 
43,777.85 
1,223,736.20 
585,294.50 
205,092.29 
1,023.40 
Issue 
2012 
635 
635 
0 
0 
83,280.15 
0 
83,951.20 
1,043,647.36 
127,005.57 
1,170,652.93 
80,915.09 
1,335,519.23 
54,075.94 
43,087.23 
867,578.89 
312,197.61 
14,792.33 
9,658.46 
5,133.87 
332.68 
53,113.02 
1,335,519.23 
698,064.74 
201,500.44 
1,251.05 
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Appendix II 
Balance Sheet of ICICI Bank from 2000-2012 
Capital and Liabilities: 
Total Share Capital 
Equity Share Capita 
Share Application Money 
Preference Share Capital 
Reserves 
Revaluation Reserves 
Net Worth 
Deposits 
Borrowings 
Total Debt 
Other Liabilities & Provisions 
Total Liabilities 
Assets 
Cash & Balances with RBI 
Balance with Banks, Money at Call 
Advances 
Investments 
Gross Blocl< 
Accumulated Depreciation 
Net Block 
Capital Work In Progress 
Other Assets 
Total Assets 
Contingent Liabilities 
Bills for collection 
Book Value (Rs) 
2000 
196.82 
196.82 
0 
0 
952.69 
0.00 
1,149.51 
9,866.02 
491.47 
10,357.49 
565.63 
12,072.63 
721.89 
2,693.27 
3,657.34 
4,416.68 
315.14 
93.02 
222.12 
5.18 
356.14 
12,072.62 
15,495.73 
1,610.40 
58.4 
2001 
196.82 
196.82 
23.54 
0 
1,092.26 
0.00 
1,312.62 
16,378.21 
1,032.79 
17,411.00 
1,012.97 
19,736.59 
1,231.66 
2,362.03 
7,031.46 
8,186.86 
589.68 
208.55 
381.13 
19.23 
524.23 
19,736.60 
12,561.10 
2,516.71 
65.5 
2002 
220.36 
220.36 
742.67 
0 
5,635.54 
0.00 
6,598.57 
32,085.11 
49,218.66 
81,303.77 
16,207.58 
104,109.92 
1,774.47 
11,011.88 
47,034.87 
35,891.08 
4,494.29 
254.94 
4,239.35 
0.00 
4,158.28 
104,109.93 
37,707.48 
3,062.52 
265.74 
2003 
962.66 
612.66 
0 
350 
6,320.65 
0 
7,283.31 
48,169.31 
34,302.42 
82,471.73 
17,056.93 
106,811.97 
4,886.14 
1,602.86 
53,279.41 
35,462.30 
4,812.98 
752.26 
4,060.72 
156.21 
7,364.31 
106,811.95 
40,677.03 
5,661.98 
113.1 
Continue. 
218 
Capital and Liabilities; 
Total Share Capital 
Equity Share Capita 
Share Application Money 
Preference Share Capital 
Reserves 
Revaluation Reserves 
Net Worth 
Deposits 
Borrowings 
Total Debt 
Other Liabilities & Provisions 
Total Liabilities 
Assets 
Cash & Balances with RBI 
Balance with Banks, Money at 
Call 
Advances 
Investments 
Gross Block 
Accumulated Depreciation 
Net Block 
Capital Work In Progress 
Other Assets 
Total Assets 
Contingent Liabilities 
Bills for collection 
Book Value (Rs) 
2004 
966.4 
616.4 
0 
350 
7,394.16 
0 
8,360.56 
68,108.58 
30,740.24 
98,848.82 
18,019.49 
125,228.87 
5,408.00 
3,062.64 
62,095.52 
42,742.86 
5,090.20 
1,033.79 
4,056.41 
93.99 
7,769.45 
125,228.87 
74,091.00 
8,025.13 
130.67 
2005 
1,086.75 
736.75 
0 
350 
11,813.20 
0 
12,899.97 
99,818.78 
33,544.50 
133,363.28 
21,396.17 
167,659.42 
6,344.90 
6,585.07 
91,405.15 
50,487.35 
5,525.65 
1,487.61 
4,038.04 
96.3 
8,702.59 
167,659.40 
97,507.79 
9,803.67 
170.35 
2006 
1,239.83 
889.83 
0 
350 
21,316.16 
0 
22,555.99 
165,083.17 
38,521.91 
203,605.08 
25,227.88 
251,388.95 
8,934.37 
8,105.85 
146,163.11 
71,547.39 
5,968.57 
1,987.85 
3,980.72 
147.94 
12,509.57 
251,388.95 
119,895.78 
15,025.21 
249.55 
2007 
1,249.34 
899.34 
0 
350 
23,413.92 
0 
24,663.26 
230,510.19 
51,256.03 
281,766.22 
38,228.64 
344,658.12 
18,706.88 
18,414.45 
195,865.60 
91,257.84 
6,298.56 
2,375.14 
3,923.42 
189.66 
16,300.26 
344,658.11 
177,054.18 
22,717.23 
270.37 
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Capital and Liabilities: 
Total Share Capital 
Equity Share Capita 
Share Application Money 
Preference Share Capital 
Reserves 
Revaluation Reserves 
Net Worth 
Deposits 
Borrowings 
Total Debt 
Other Liabilities & Provisions 
Total Liabilities 
Assets 
Cash & Balances with RBI 
Balance with Banks, Money at Call 
Advances 
Investments 
Gross Block 
Accumulated Depreciation 
Net Block 
Capital Work In Progress 
Other Assets 
Total Assets 
Contingent Liabilities 
Bills for collection 
Book Value (Rs) 
2008 
1,462.68 
1,112.68 
0 
350 
45,357.53 
0 
46,820.21 
244,431.05 
65,648.43 
310,079.48 
42,895.39 
399,795.08 
20,461.29 
15,768.02 
253,727.66 
159,560.04 
9,424.39 
4,809.70 
4,614.69 
0 
19,516.39 
473,647.09 
371,737.36 
29,377.55 
417.64 
2009 
1,463.29 
1,113.29 
0 
350 
48,419.73 
0 
49,883.02 
218,347.82 
67,323.69 
285,671.51 
43,746.43 
379,300.96 
20,906.97 
13,183.11 
216,365.90 
134,685.96 
9,107.47 
4,363.21 
4,744.26 
0 
16,347.47 
406,233.67 
803,991.92 
36,678.71 
444.94 
2010 
1,114.89 
1,114.89 
0 
0 
50,503.48 
0 
51,618.37 
202,016.60 
94,263.57 
296,280.17 
15,501.18 
363,399.72 
27,514.29 
11,359.40 
181,205.60 
120,892.80 
7,114.12 
3,901.43 
3,212.69 
0 
19,214.93 
363,399.71 
694948.84 
38597.36 
463.01 
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Capital and Liabilities: 
Total Share Capital 
Equity Share Capita 
Share Application Money 
Preference Share Capital 
Reserves 
Revaluation Reserves 
Net Worth 
Deposits 
Borrowings 
Total Debt 
Other Liabilities & Provisions 
Total Liabilities 
Assets 
Cash & Balances with RBI 
Balance with Banks, Money at Call 
Advances 
Investments 
Gross Block 
Accumulated Depreciation 
Net Block 
Capital Work In Progress 
Other Assets 
Total Assets 
Contingent Liabilities 
Bills for collection 
Book Value (Rs) 
2011 
1,151.82 
1,151.82 
0.29 
0 
53,938.82 
0 
55,090.93 
225,602.11 
109,554.28 
335,156.39 
15,986.35 
406,233.67 
20,906.97 
13,183.11 
216,365.90 
134,685.96 
9,107.47 
4,363.21 
4,744.26 
0 
16,347.47 
406,233.67 
883,774.77 
47,864.06 
478.31 
2012 
1,152.77 
1,152.77 
2.39 
0 
59,250.09 
0 
60,405.25 
255,499.96 
140,164.91 
395,664.87 
17,576.98 
473,647.10 
20,461.29 
15,768.02 
253,727.66 
159,560.04 
9,424,39 
4,809,70 
4,614.69 
0 
19,515.39 
473,647.09 
858,566.64 
64,457.72 
524.01 
Source: Complied from Annual Accounts oflCICI Bank, Various Issue 
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Appendix III 
Profit and Loss of SBI from 2000-2012 
Income 
Interest Earned 
Other Income 
Total Income 
Expenditure 
Interest expended 
Employee Cost 
Selling and Admin Expenses 
Depreciation 
Miscellaneous Expenses 
Preoperative Exp Capitalised 
Operating Expenses 
Provisions & Contingencies 
Total Expenses 
Net Profit for the Year 
Extraordionary Items 
Profit brought fon/vard 
Total 
Preference Dividend 
Equity Dividend 
Corporate Dividend Tax 
Per share data (annualised) 
Earning Per Share (Rs) 
Equity Dividend (%) 
Book Value (Rs) 
Appropriations 
Transfer to Statutory Reserves 
Transfer to Other Reserves 
Proposed Dividend/Transfer to 
Govt 
Balance c/f to Balance Sheet 
Total 
Mar'00 
12mths 
22,202.26 
3,567.99 
25,770.25 
15,272.58 
4,477.87 
754.02 
365.55 
2,848.58 
0 
6,295.17 
2,150.95 
23,718.70 
Mar "00 
12mths 
2,051.55 
0 
0.34 
2,051.89 
0 
263.15 
43.42 
38.98 
50 
230.81 
1,744.98 
0 
306.57 
0.34 
2,051.89 
Mar "01 
12mths 
26,138.91 
3,882.71 
30,021.62 
17,756.02 
6,011.65 
833.92 
401.92 
3,413.87 
0 
8,298.83 
2,362.53 
28,417.38 
Mar "01 
12mths 
1,604.25 
0 
0.34 
1,604.59 
0 
263.15 
26.84 
30.48 
50 
255.78 
1,314.26 
0 
289.99 
0.34 
1,604.59 
Mar'02 
12mths 
29,810.09 
4,193.68 
34,003.77 
20,728.84 
5,152.78 
945.57 
424.96 
4,320.00 
0 
7,210.90 
3,632.41 
31,572.15 
Mar'02 
12mths 
2,431.62 
0 
0,34 
2,431.96 
0 
315.78 
0 
46.2 
60 
289.27 
2,115.84 
0 
315.78 
0.34 
2,431.96 
Mar "03 
12mths 
31,087.02 
5,745.32 
36,832.34 
21,109.46 
5,688.72 
3,618.69 
493.69 
2,816.78 
0 
10,534.85 
2,083.03 
33,727.34 
Mar "03 
12mths 
3,105.00 
0 
0.34 
3,105.34 
0 
447.36 
57.32 
59 
85 
326.87 
2,600,32 
0 
504.68 
0.34 
3,105.34 
Continue... 
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Income 
Interest Earned 
Other Income 
Total Income 
Expenditure 
Interest expended 
Employee Cost 
Selling and Admin Expenses 
Depreciation 
Miscellaneous Expenses 
Preoperative Exp Capitalised 
Operating Expenses 
Provisions & Contingencies 
Total Expenses 
Net Profit for the Year 
Extraordionary Items 
Profit brought forward 
Total 
Preference Dividend 
Equity Dividend 
Corporate Dividend Tax 
Per share data (annualised) 
Earning Per Share (Rs) 
Equity Dividend (%) 
Book Value (Rs) 
Appropriations 
Transfer to Statutory Reserves 
Transfer to Other Reserves 
Proposed Dividend/Transfer to 
Govt 
Balance c/f to Balance Sheet 
Total 
Mar '04 
12mths 
30,460.49 
7,612.67 
38,073.16 
19,274.18 
6,447.69 
4,910.52 
698.35 
2,363.71 
0 
12,938.86 
1,481,41 
33,694.45 
Mar'04 
12 mths 
4,378.72 
-697,72 
0.34 
3,681.34 
0 
578.93 
74.18 
83,2 
110 
384,41 
3,027.89 
0 
653,11 
0.34 
3,681.34 
Mar '05 
12 mths 
32,428.00 
7,119.90 
39,547.90 
18,483.38 
6,907.35 
2,634.64 
752.21 
6,465.82 
0 
11,278.18 
5,481,84 
35,243.40 
Mar '05 
12 mths 
4,304.52 
0 
0,34 
4,304.86 
0 
657,87 
93.75 
81.79 
125 
457.39 
3,552.89 
0.01 
751.62 
0.34 
4,304.86 
Mar '06 
12 mths 
35,794.93 
7,388.69 
43,183.62 
20,159.29 
8,123.04 
1,853.32 
729.13 
7,912.15 
0 
11,872.89 
6,744.75 
38,776.93 
Mar '06 
12 mths 
4,406.67 
0 
0.34 
4,407.01 
0 
736.82 
103.34 
83.73 
140 
525.25 
3,566.51 
0 
840.16 
0.34 
4,407.01 
Mar '07 
12 mths 
39,491.03 
7,446.76 
46,937.79 
23,436.82 
7,932.58 
3,251.14 
602.39 
7,173.55 
0 
13,251.78 
5,707.88 
42,396.48 
Mar '07 
12 mths 
4,541.31 
0 
0.34 
4,541.65 
0 
736.82 
125.22 
86.29 
140 
594.69 
3,682.15 
-2.88 
862,04 
0.34 
4,541.65 
Continue. 
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income 
Interest Earned 
Other Income 
Total Income 
Expenditure 
Interest expended 
Employee Cost 
Selling and Admin Expenses 
Depreciation 
Miscellaneous Expenses 
Preoperative Exp Capitalised 
Operating Expenses 
Provisions & Contingencies 
Total Expenses 
Net Profit for the Year 
Extraordionary Items 
Profit brought forward 
Total 
Preference Dividend 
Equity Dividend 
Corporate Dividend Tax 
Per share data (annualised) 
Earning Per Share (Rs) 
Equity Dividend (%) 
Book Value (Rs) 
Appropriations 
Transfer to Statutory Reserves 
Transfer to Other Reserves 
Proposed Dividend/Transfer to Govt 
Balance c/f to Balance Sheet 
Total 
Mar '08 
12 mths 
48,950.31 
9,398.43 
58,348.74 
31,929.08 
7,785.87 
4,165.94 
679.98 
7,058.75 
0 
14,609.55 
5,080.99 
51,619.62 
Mar "08 
12 mths 
6,729.12 
0.00 
0.34 
6,729.46 
0 
1,357.66 
165.87 
106.56 
215 
776.48 
5,205.69 
-0.1 
1,523.53 
0.34 
6,729.46 
Mar '09 
12 mths 
63,788.43 
12,691.35 
76,479.78 
42,915.29 
9,747.31 
5,122.06 
763.14 
8,810.75 
0 
18,123.66 
6,319.60 
67,358.55 
Mar '09 
12 mths 
9,121.23 
0.00 
0.34 
9,121.57 
0 
1,841.15 
248.03 
143.67 
290 
912.73 
6,725.15 
306.9 
2,089.18 
0.34 
9,121.57 
Mar'10 
12 mths 
70,993.92 
14,968.15 
85,962.07 
47,322,48 
12,754.65 
7,898.23 
932.66 
7,888.00 
0 
24,941.01 
4,532.53 
76,796.02 
Mar'10 
12 mths 
9,166.05 
0 
0.34 
9,166.39 
0 
1,904.65 
236.76 
144.37 
300 
1,038.76 
6,495.14 
529.5 
2,141.41 
0.34 
9,166.39 
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Income 
Interest Earned 
Other Income 
Total Income 
Expenditure 
Interest expended 
Employee Cost 
Selling and Admin Expenses 
Depreciation 
Miscellaneous Expenses 
Preoperative Exp Capitalised 
Operating Expenses 
Provisions & Contingencies 
Total Expenses 
Net Profit for the Year 
Extraordionary Items 
Profit brought forward 
Total 
Preference Dividend 
Equity Dividend 
Corporate Dividend Tax 
Per share data (annualised) 
Earning Per Share (Rs) 
Equity Dividend (%) 
Book Value (Rs) 
Appropriations 
Transfer to Statutory Reserves 
Transfer to Other Reserves 
Proposed Dividend/Transfer to Govt 
Balance c/f to Balance Sheet 
Total 
Mar'11 
12mths 
81,394.36 
14,935.09 
96,329.45 
48,867.96 
14,480.17 
12,141.19 
990.5 
12,479.30 
0 
31,430.88 
8,660.28 
88,959.12 
Mar "11 
12 mths 
7,370.35 
0 
0.34 
7,370.69 
0 
1,905.00 
246.52 
116.07 
300 
1,023.40 
2,488.96 
2,729.87 
2,151.52 
0.34 
7,370.69 
Mar'12 
12 mths 
106,521.45 
14,351.45 
120,872.90 
63,230.37 
16,974.04 
15,625.18 
1,007.17 
12,350.13 
0 
37,563.09 
8,393.43 
109,186.89 
Mar'12 
12 mths 
11,686.01 
21.28 
6.05 
11,713.34 
0 
2,348.66 
296.49 
174.15 
350 
1,251.05 
3,531.35 
5,536.50 
2,645.15 
0.34 
11,713.34 
Source: Compiled from Annual Accounts ofSBI, Various Issue 
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Appendix III 
Profit and Loss of ICICI bank from 2000-2012 
Income 
Interest Earned 
Other Income 
Total Income 
Expenditure 
Interest expended 
Employee Cost 
Selling and Admin Expenses 
Depreciation 
Miscellaneous Expenses 
Preoperative Exp Capitalised 
Operating Expenses 
Provisions & Contingencies 
Total Expenses 
Net Profit for the Year 
Extraordinary Items 
Profit brought forward 
Total 
Preference Dividend 
Equity Dividend 
Corporate Dividend Tax 
Per share data (annualized) 
Earnings Per Share (Rs) 
Equity Dividend (%) 
Book Value (Rs) 
Appropriations 
Transfer to Statutory Reserves 
Transfer to Other Reserves 
Proposed Dividend/Transfer to 
Govt 
Balance c/f to Balance Sheet 
Total 
Mar 'GO 
12mths 
852.87 
194.05 
1,046.92 
666.95 
36.37 
44.54 
24.79 
168.97 
0.00 
153.30 
121.37 
941.62 
Mar '00 
12mths 
106.30 
0 
0.13 
105.43 
0 
24.75 
2.72 
5.35 
15 
58.4 
77.82 
0 
27.47 
0.14 
105.43 
Mar'01 
12 mths 
1,242.13 
220.34 
1,462.47 
837.67 
51.71 
109.30 
36.76 
255.46 
0.00 
324.15 
129.08 
1,290.90 
Mar'01 
12 mths 
171.57 
0 
0.80 
172.37 
0 
44.07 
4.5 
8.72 
20 
65.5 
112.5 
0.00 
48.57 
0.83 
161.90 
Mar'02 
12 mths 
2,151.93 
589.26 
2,741.19 
1,558.92 
147.18 
203.85 
64.09 
499.69 
0.00 
613.42 
301.39 
2,473.73 
Mar "02 
12 mths 
267.45 
0 
0.83 
268.28 
0 
44.07 
4.5 
12.14 
20 
265.74 
191.00 
0 
48.57 
19.56 
259.13 
Mar'03 
12 mths 
9,368.06 
3,158.72 
12,526.78 
7,944.00 
403.02 
1,745.52 
505.94 
722.11 
0.00 
3,332.67 
43,92 
11,320.59 
Mar'03 
12 mths 
1,206.18 
0 
19.56 
1,225.74 
0 
459.78 
58.91 
19.68 
75 
113.1 
702 
0 
518.69 
5.05 
1,225.74 
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Income 
Interest Earned 
Other Income 
Total Income 
Expenditure 
Interest expended 
Employee Cost 
Selling and Admin Expenses 
Depreciation 
Miscellaneous Expenses 
Preoperative Exp Capitalised 
Operating Expenses 
Provisions & Contingencies 
Total Expenses 
Net Profit for the Year 
Extraordionary Items 
Profit brought forward 
Total 
Preference Dividend 
Equity Dividend 
Corporate Dividend Tax 
Per share data (annualised) 
Earning Per Share (Rs) 
Equity Dividend (%) 
Book Value (Rs) 
Appropriations 
Transfer to Statutory Reserves 
Transfer to Other Reserves 
Proposed Dividend/Transfer to 
Govt 
Balance c/f to Balance Sheet 
Total 
Mar "04 
12mths 
8,894.04 
3,064.92 
11,958.96 
7,015.25 
546.06 
921.58 
539.44 
1,299.53 
0.00 
2,955.35 
351.26 
10,321.86 
Mar '04 
12mths 
1,637.11 
0 
5.05 
1,642.16 
0 
544.06 
69.71 
26.71 
75 
130.67 
975.3 
0 
613,77 
53.09 
1,642.16 
Mar "05 
12mths 
9,409.89 
3,416.23 
12,826.12 
6,570.89 
737.41 
1,040.49 
590.36 
1,881.77 
0.00 
3,177.78 
1,072.25 
10,820.92 
Mar'05 
12mths 
2,005.20 
0 
53.09 
2,058.29 
0 
632.96 
90.1 
27.22 
85 
170.35 
547 
600.01 
723.06 
188.22 
2,058.29 
Mar '06 
12mths 
13,784.50 
5,036.62 
18,821.12 
9,597.45 
1,082.29 
2,360.72 
623.79 
2,616.78 
0,00 
5,274.23 
1,409.35 
16,281.03 
Mar '06 
12mths 
2,540.07 
0 
188.22 
2,728.29 
0 
759.33 
106,5 
28.55 
85 
249.55 
248.69 
1,320.34 
865.83 
293.44 
2,728.30 
Mar "07 
12mths 
22,994.29 
6,962.95 
29,957.24 
16,358.50 
1,616.75 
4,900.67 
544.78 
3,426.32 
0.00 
8,849.86 
1,638.66 
26,847.02 
Mar'07 
12mths 
3,110.22 
0 
293.44 
3,403.66 
0 
901.17 
153.1 
34.59 
100 
270.37 
1,351.12 
0 
1,054.27 
998.27 
3,403.66 
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Income 
Interest Earned 
Other Income 
Total Income 
Expenditure 
Interest expended 
Employee Cost 
Selling and Admin Expenses 
Depreciation 
Miscellaneous Expenses 
Preoperative Exp Capitalised 
Operating Expenses 
Provisions & Contingencies 
Total Expenses 
Net Profit for the Year 
Extraordionary Items 
Profit brought forward 
Total 
Preference Dividend 
Equity Dividend 
Corporate Dividend Tax 
Per share data (annualised) 
Earning Per Share (Rs) 
Equity Dividend (%) 
Book Value (Rs) 
Appropriations 
Transfer to Statutory Reserves 
Transfer to Other Reserves 
Proposed Dividend/Transfer to Govt 
Balance c/f to Balance Sheet 
Total 
Mar'08 
12mths 
30,788.34 
8,878.85 
39,667.19 
23,484.24 
2,078.90 
5834.95 
578.35 
3,533.03 
0.00 
10,855.18 
1,170.05 
35,509.47 
Mar'08 
12mths 
4,157.73 
0 
998.27 
5,156.00 
0 
1227.7 
149.67 
37.37 
110 
417.64 
1342.31 
0.01 
1377.37 
2,436.32 
5,156.01 
Mar'09 
12mths 
31,092.55 
8,117.76 
39,210.31 
22,725.93 
1,971.70 
5,977.72 
678.60 
4,098.22 
0.00 
10,795.14 
1,931.10 
35,452.17 
Mar'09 
12mths 
3,758.13 
-0.58 
2,436.32 
6,193.87 
0 
1224.58 
151.21 
33.76 
110 
444.94 
2008.42 
0.01 
1375.79 
2,809.65 
6,193.87 
Mar'10 
12mths 
25,706.93 
7,292.43 
32,999.36 
17,592.57 
1,925.79 
6,056.48 
619.50 
2,780.03 
0.00 
10,221.99 
1,159.81 
28,974.37 
Mar'10 
12mths 
4,024.98 
-0.09 
2,809.65 
6,834.54 
0 
1337.86 
164.04 
36.1 
120 
463.01 
1867.22 
1.04 
1501.9 
3,464.38 
6,834.54 
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Income 
Interest Earned 
Other Inconne 
Total Income 
Expenditure 
Interest expended 
Employee Cost 
Selling and Admin Expenses 
Depreciation 
Miscellaneous Expenses 
Preoperative Exp Capitalised 
Operating Expenses 
Provisions & Contingencies 
Total Expenses 
Net Profit for the Year 
Extraordionary Items 
Profit brought forward 
Total 
Preference Dividend 
Equity Dividend 
Corporate Dividend Tax 
Per share data (annualised) 
Earning Per Share (Rs) 
Equity Dividend (%) 
Book Value (Rs) 
Appropriations 
Transfer to Statutory Reserves 
Transfer to Other Reserves 
Proposed Dividend/Transfer to Govt 
Balance c/f to Balance Sheet 
Total 
Mar'11 
12mths 
25,974.05 
7,108.91 
33,082.96 
16,957.15 
2,816.93 
3,785.13 
562.44 
3,809.93 
0 
8,594.16 
2,380.27 
27,931.58 
Mar'11 
12mths 
5,151.38 
-2.17 
3,464.38 
8,613.59 
0 
1,612.58 
202.28 
44.73 
140 
478.31 
1,780.29 
0.26 
1,814.86 
5,018.18 
8,613.59 
Mar "12 
12mths 
33,542.65 
7,908.10 
41,450.75 
22,808.50 
3,515.28 
2,888.22 
524.53 
5,248.97 
0 
8,843.63 
3,333.37 
34,985.50 
Mar'12 
12mths 
6,465.26 
-0.43 
5,018.18 
11,483.01 
0 
1,902,04 
220.35 
56.09 
165 
524.01 
2,306.07 
0.32 
2,122.39 
7,054.23 
11,483.01 
Source: Complied from Annual Accounts oflCICI Bank, Various Issue 
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